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on 


John Doe? 


**For Service 


REG. U.S. PAT.OFF, 
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Those Credit Executives who received the re- 
port were forewarned of the customer’s grow- 
ing difficulties. They were advised in time to 
take the necessary steps to prevent losses... 
Those who did not have the report were not 
so fortunate. 


Forewarned is forearmed. There will be other 
John Does. Protect your firm’s interests by 







joining with the thousands of Credit Inter- 
change members who depend on this service 
for reliable information on the paying habits 
of their customers. 


The Bureau serving your area will gladly 
give you full information (without obligation). 
If you prefer, write 


Credit Interchange Bureaus 
NATIONAL ASSOCIATION of CREDIT MEN 


212-14 Areade Building 


ST. LOUIS 1, MO. 
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Uncle Sam’s Credit 


The American people very generously support their government finan- 

cially both in times of peace and war. Aside from the payments made in 

taxes, there has been a continuous lending of the savings of our citizenry 
to their government through the purchase of war and peacetime bonds. Further- 
more, the majority of the people are continuing to hold these bonds despite the 
fact that they have every reason to object to the governmental inflationary policy 
which day by day diminishes the purchasing value of the dollar they loaned 
their government. 

Next to preparedness, it is a fact that the credit of the United States gov- 


ernment is the most important thing in the world. Even preparedness depends 
upon sound government credit. It is to be hoped that men, well versed in fiscal 


affairs and of reat economic and monetary understanding, will schedule a debt 
service and liquidation program that will not only prove anti-inflationary but 
will also fully restore the faith of the American people in the credit of its gov- 
ernment. This is one of the most important problems facing the new admin- 
istration. 

The American people and other investors in bonds have been very patient 
but they fully expect, and have a right to demand, that unsound fiscal policies 
be abolished. They have a right to expect and demand that an orderly program 
of debt amortization, irrespective of its size, be put into action. They have a 
right to demand that there be no government deficit in our present peacetime 
economy. Unless such a program is scheduled, the government will find it in- 
creasingly difficult to attract the savings of its people. No one can blame an 
investor, even though it be in his government’s bonds, for losing courage if he 
is faced with day by day evidences that his investment is diminishing in purchas- 
ing power and that the security supporting it is becoming more hazardous. The 
real and psychological effect of a sound government credit policy will reach out 
into every phase of the American economy and will strengthen not only our 
business but our nation and will add greatly to the opportunity for world 


recovery. 


Hr. he 
aoe 
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WHAT CAN BE DONE TO STOP THIS LOSS? 


Fire can be controlled. While it is im- 
possible to completely eliminate this 
hazard, there is no doubt that the pri- 
mary cause is everyday carelessness. 
And that can be decreased by the ex- 
ercise of care and preventive action. 

The economic health of the nation 
is being seriously undermined by 
losses in human, physical and natural 
resources. The businessman and the 
civic leader should take the lead in re- 
ducing the terrific toll. In so doing, he 
not only will be serving his own in- 
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terests but those of the country as well. 

In the long run, fire insurance rates 
are based on volume of losses so that 
care in preventing fire is good econ- 
omy as well as good sense and good 
citizenship. 


«THE HOME®* 
CPFusweance Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE e AUTOMOBILE oe MARINE 
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The Relativity of Statements 


V.G. Explains The Internal Triangle 


“It’s as if I had been to school 

all over again—these discus- 

sions we have been having 

about credit problems,” Alice 
commented one morning. 

Vesty grunted a pleased acknowl- 
edgment. 

“Except,” she continued, “that 
matters like ratios and statement an- 
alysis, such as we discussed in the 
Credit Institute classes, take on so 
much more meaning when applied 
right here to our own business.” 

“Which only demonstrates again 
that an idea is not really yours until 
you put it to work,” Vesty replied. 
“Up to that point it remains in the 
realm of theory.” 

“And another thing I’ve noticed,” 
she went on. “You use the same 
ratios we discussed in class, but you 
seem to handle them differently. In 
putting theory to work you seem to 
have added some seasoning of your 
own.” 

“Seasoning, Miss Lert, applied to 
a man of my advancing years,” he 
said, peering solemnly at _ her 
through the tops of his bifocals, “is 
a word perhaps more apt than kind.” 
Alice giggled. “Naturally,” he went 
on, “you can’t weigh balance-sheet 
figures for an unnamed number of 
seasons without developing a little 
mental muscle for handling them, 
plus perhaps a few tricks of dex- 
terity. But specifically what are you 
talking about. Give mea frinstance.”’ 

“Well-l-l,” she sparred, thrown 
off balance by the sudden demand 
for the concrete. Then, with quick 
inspiration “How about that time 
you objected to my saying that Lead- 
ing Lady, Inc., had too much in- 
ventory ?” 

“Are you asking me or telling 
me?” 

“That case is an example of what 
I mean. Merchandise inventory was 
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one and a half times working capitai. 
So I said, ‘too much inventory,’ but 
you stopped. me—and not too po- 
litely, either!” 

“You deserve an abrupt interrup- 
tion when you jump to an abrupt 
conclusion.” 

“Of course, as usual, you were 
exasperatingly right. The ratio of 
sales to inventory was better than 
average, showing excellent merchan- 
dise turnover.” 

“While, on the other hand, as I 
remember, the ratio of sales to work- 
ing capital showed that the business 
had only a thimble-full of working- 
capital compared to what other busi- 
nesses of the same kind employ to 
transact the same volume. So-o-o it 
was that relatively small working- 
capital that made the inventory loom 
large in proportion when you com- 
pared them and skipped to your fast- 
frozen conclusion.” 

“T am appropriately contrite about 
the fast conclusion. But why do you 
call it frozen?” 

“Because it was an absolute state- 
ment. You froze into an absolute 
mold an evaluation that can only 
be relative, so your statement had 
no meaning: ‘Merchandise is too 
high—period.’ Too high for what 
purpose? In what respect? In re- 
lation to what? . 

“High and low, much and little, 
are evaluations that you arrive at by 
comparison with something else. A 
ten-story building is high compared 
to a train-shed, but slightly dwarfed 
by the Empire State Building. And 
to say that any of them is too high, 


or too low, is meaningless unless you 
specify by what standard you are 
judging: too high or too low for 
beauty, safety, usefulness, conven- 
ience, or whatever. Nothing is high 
or low, big or little, fast or slow 
in its own right.” 

“Dear me,” Alice said meekly, 
“little did I suspect I'd pull a philo- 
sophic lecture down on my head 
when I made a few innocent com- 
ments about ratio technique.” 

Vesty was by this time pacing out 
his thoughts. “Every time you try 
to force relative ideas into an abso- 
lute form you snarl up your think- 
ing. There’s no such thing as a big 
inventory per se. If the bottom 
drops out of the market overnight, 
the fellow that has any inventory at 
all could be said to have ‘too much’ 
from the standpoint of losses. Yet 
that same inventory may be too lit- 
tle from another point of view—say 
if twenty-five percent of his custom- 
ers walk out of his store because he 
fails to offer them the variety of 
selection that his competitor offers. 

“Comparisons!” He swung on 
his heel and reversed the course of 
the firm tread that punctuated his 
remarks. “Evaluations in terms of 
other values that are in turn rela- 
tive! To reach mature credit judg- 
ment—judgment, don’t forget, that 
in itself can only be relatively ac- 
curate at best—we have to be un- 
ceasingly aware of the relativity of 
values.” 

“Golly, Mr. Einstein, the very 
word relatively scares me!” Alice 
exclaimed. 

“In this sense, Friday—as a tech- 
nique of thinking—a way of regard- 
ing things—it should hold no awe- 
some mysteries for you. What scares 
me is the chance that I may forget 
about it at some critical point in my 
reasoning. 
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“Take the financial statement 
itself,’ he went on. “Its very ac- 
curacy is relative—relative to the 
methods and motives of the human 
being that made it. And don’t you 
forget it, or you'll find yourself drift- 
ing into the habit of accepting a 
financial statement as implicitly as 
you would the word of God.” 


“God forbid!” Alice startled her- 
self by saying. 

“So before we begin to examine 
the innards of a balance-sheet, we 
have to form some notion as to how 
much of what we see, we can be- 
lieve. You know the procedure—” 


“Like noting the date and official 
signature, if any, checking the rec- 
ord of the principals, noting the ac- 
countant, if any, and his certification 
—the description of his method, 
cash and inventory verification, rela- 
tive amount of reserves, etc.” 

“Right. In other words you ap- 
proach the statement with a rough 
evaluation of the degree of its ac- 
ceptability and accuracy, which are 
always relative, and keep that in 
mind when you analyze the figures.” 

“And you are aware, too,” Alice 
put in eagerly, “that you may have 
to revise your notions about its ac- 
curacy as you proceed, because in- 
ternal analysis can show up discrep- 
ancies and dead wood.” 

“It can indeed. And it is by com- 
parison, again, that you reach those 
conclusions. When you analyze a 
statement, what do you study? Not 
the figures as self-sufficient entities. 
How many times have you heard 
somebody say: Fifty thousand dol- 
lars is a-lot of money!’ Is it? How do 
you know until you relate it to a 
need or a purpose? No item ona 
balance-sheet has significance to you 
until you relate it, relate it, and then 
relate it some more—first to another 
item on the balance-sheet or operat- 
ing statement, then to a comparable 
standard outside the business, then 
back to a whole chain of relation- 
ships within the business.” 

“Sounds complex.” Alice said, 
“but you are hitting upon what I 
tried to express when I said you 
handled the same ratios but with a 
difference. You always tie up sev- 
eral of them together while I have 
been isolating each ratio and trying 
to interpret it.” 

“Might as well try to ‘interpret’ 
one brick in a wall,” he muttered. 
“Take sales and inventory, for ex- 
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ample. You compare them and ex- 
press the relationship mathematically 
as a ratio—say three to one. What 
does that tell you? Nothing, except 
that sales for the previous year were 
three times the value of the present 
inventory. 

“So then you want to know how 
that stacks up with other businesses 
of the same kind. You compare it 
to what you consider a dependable 
standard.” 

“Like the Foulke ratios,’ Alice 
said. 

“Yes. Suppose that standard is 
four to one. Even then all you know 
is that judging by the standard, the 
business you are studying doesn’t 
sell its inventory as many times in a 
year as do other businesses of its 
kind. Is that good or bad?” 

“Half an hour ago,” Alice an- 
swered, ‘I would have said ‘bad.’ 
But I am beginning to understand 
the folly of isolating facts.” 

“You are not ready to interpret 
that ratio,” he said, leveling his fin- 
ger at her, “until you relate it, not 
only to market conditions, but to 
many other factors in that balance 
sheet and operating statement.” 

“Such as?” 

“Such as profit on sales, and the 
adequacy of working-capital in rela- 
tion to volume and to inventory—all 
of course judged by the same stand- 
ard ratios. That’s where my triangles 
come in.”’ 

“Triangles ?” 


“Yes. A way of organizing your 
diagnosis. I'll show you.” He sat 


down and reached for his scratch 
pad. Alice moved alongside to 
watch. 

“Let’s take an example first like 
the one you mentioned. We'll figure 
certain of the ratios and compare 
them with some arbitrary standards 
for the sake of illustration.” 


RR eee $ 1,000 
ee 20,000 
21,000 

NE ss www kareeua a 5,000 
$ 26,000 

Sales (annual) ......... 100,000 


Inventory to Working-Capital ..... 


Sales to Inventory .......... 


Sales to Working-Capital ......... 


SALES 


so 


INVENTORY —“=> SxbiFX6 


Figure I 


“So we read the results of our com- 
parison this way: By the external 
standard 

(1) Inventory is higher in rela- 
tion to working-capital than it is in 
like businesses. 

(2) Sales are normal in relation 
to inventory. 

(3) Sales are high in relation to 
working-capital—or, since we cred- 
itors ought to evaluate working-cap- 
ital in terms of its adequacy to 
support operations, we may reverse 
that statement and say working-cap- 
ital is low in relation to volume.” 


“Now,” Vestey continued, “put 
those facts around a triangle.” 
(Fig. 1) 


“That’s just to help you visualize 
the relationships better. Read in the 
direction of the arrow. You see at 
once that inventory is not too high 
in relation to sales, but that working- 
capital is too low, so inventory is 
bound to be too high in relation to 
working-capital. At this point three 
possible remedies are indicated : 

1. Increase working-capital, or 

2. Reduce inventory, keeping the 
other factors constant (in which case 
you would be trying for a better than 
normal merchandise turnover ). 

3. Reduce both sales and inven- 
tory. 

But you are not ready to suggest 
remedies until you complete your 
diagnosis.” 

“By other triangles?” 

“Yes, but before we move on to 
discuss other kinds of triangles, let’s 





Accounts Payable _ $ 11,000 
Net Worth .. 15,000 
$ 26,000 
Ratios Standard 
ks ee 1 to l 
5 to 1 5 to 1 
... 30-1 5 to l 


SALES 


INVENTORY —" = 2 4X8 


Figure II 


look at the way these three ratios 
might stack up in another financial 
statement. For brevity, I will list 
only the relationships after having 
compared them with the standards. 
Don’t forget that the words high, 
low, and normal, as I will use them 
in these pictures will always mean 
higher than, lower than, or agreeing 
with the same relationships in other 
businesses of the same kind as shown 
by comparison with standard ratios.” 
(Figure IT) 

“Let’s see if I can read that one 
myself,” Alice said. 

“Of course you can,” Vesty en- 
couraged, and waited for her answer. 

“M-m-m. Working capital is in 
normal relation to sales. But inven- 
tory is high in relation to the same 
sales, so it is bound to be high in 
relation to working-capital. Reduc- 
tion of inventory is indicated, contin- 
gent of course,” she eyed him know- 
ingly, “upon further analysis.” 

“A-plus!” Vesty said, pleased. 
“But don’t forget the probability of 
concealed dead-wood in a slow mov- 
ing inventory. If the inventory as 
stated has to be discounted by 
heavy mark-downs, working-capital 
will be correspondingly reduced. 
Your gross profit figures sometimes 
offer a clue as to how inventory has 
been valued: If gross profit percent- 
age shows normal on the operating 
statement for the previous fiscal 
year, chances are no provisions were 
made for heavy future mark-downs 
when your slow-moving inventory 
was valued.” 

“T suppose these three ratios can 
agree with, or deviate from standard 
in various other combinations of 
high, low and normal ?”’ Alice asked. 

“Many. You'll have to play with 
other combinations yourself. Let’s 
go on now to another closely related 
set of ratios.” 

Vesty jotted down some new fig- 
ures: (See right.) 

“Let’s say we weren't lucky 
enough to get an operating statement 
from this firm, but that we do know 
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that in this line of business the cus- 
tomary mark-up is 3344% of selling 
price. That means that the cost of 
the goods sold in one year is roughly 
$66,000, which is all of the income 
from sales that can be applied to the 
retirement of debt, the balance being 
needed for operating expenses. 

$66,000 per year averages $5,500 
per month. So it would take ap- 
proximately four months of average 
sales to retire the payables shown on 
the statement. If average purchase 
terms (which you can determine 
from a Credit Interchange report) 
are net 60 days, sales are not high 
enough to support prompt payment 
of current debt. 

“Now you are ready to make a 
picture of the Sales-Inventory-Cur- 
rent Debt situation. (Figure IT) 


SALES 


a 


INVENTORY “= SBSH 


Figure III 


“In this picture, don’t be deceived 
because current debt appears normal 
in relation to inventory. That’s only 
because inventory itself is high for 
the volume transacted. Here again 
you have the question of whether the 
slow-moving inventory has been cor- 
rectly evaluated on the statement. 
Certainly if it had to be scaled down, 
current debt would be high in rela- 
tion to it, just as it is high in relation 
to its prospects for liquidation (in- 
come from sales). And if you will 
add another triangle to your picture, 
you will find that current debt is also 
high by a third standard. Figure 
ia) 

“See? Current debt is high in 
Cash 2 Sareea 


Inventory 


1,000 
40,060 


41,000 
Fixtures 1,000 
$ 42,000 
Sales for year .. $100,000 


Sales to Inventory ............ 
Sales to Net Worth ....... 


Current Debt to Inventory .......... 


Current Debt to Net Worth . 
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... 5 times 
... 55% 
...110% 


SALES we NET WORTH 


ea 


Figure IV 


relation to a net worth that normally 
meets volume requirements in this 
kind of business. 

“So,” Vesty continued with his 
interpretation, “this reading points 
to two possibilities : 

“(1) At this point this firm has a 
suddenly inflated, special peak-pe- 
riod inventory and correspondingly 
high debt, without benefit of the us- 
ual bank loan in such cases, and with 
or without special arrangements for 
payment—all of which you would 
have to learn by direct and indirect 
external investigation of a most 
thorough nature, because the ratios 
are so far out of line with standards. 
A Credit Interchange report show- 
ing some of that ‘current’ debt al- 
ready past-due would refute this 
theory. 

“(2) Inventory figures are load- 
ed and should be scaled down. In 
that case you would have a conse- 
quent reduction in working-capital 
and net worth and your picture 
would probably look like this, (Fig- 
ure V) indicating inadequate work- 
ing-capital and net worth, by sales 
comparisons, and high debt by three 
standards.” 

“This is fun!’ Alice exclaimed. 
“I’m itching to try it out! But first 
tell me what other triangle-tricks 
you have up your sleeve.” 

Vesty answered by beginning an- 
other picture. “Profit-sales-net 
worth ratios make an interesting 
story, ” he said, as he drew. (Figure 
VT) 
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Figure V 


“Here, in spite of low rate of 
profit on sales, normal profit on in- 
vestment is achieved—but only by 
virtue of high volume transacted on 
relatively low net worth. Under- 
capitalization for volume transacted 
usually results in imbalance else- 
where. Perhaps like this. (Figure 
VIT) 


SALES —““=> NET WORTH 


Figure VI 


“That's a picture of lots of activi- 
ty but with only moderate profit 
results because profits per dollar of 
sales is low. Like net worth, work- 
ing-capital appears inadequate for 
volume transacted. Imbalance re- 
sulting from that, of course, reflects 
itself in the inventory and debt tri- 
angles we have already looked at. 


CAPITAL <I SAL ES-"“f> QUfirh 


Figure VII 


‘A study of this firm’s gross mar- 
gin and of its expenses might indi- 
cate that the same rate of profit on 
net worth could be maintained on a 


smaller volume with a higher mark- 
up. That would remove the strain 
of overtrading. 

“Now here’s another possibility 
with the same net worth set-up. 
(Figure VIIT) 

“This firm appears to have a low 
capital investment for volume re- 
quirements, but increases its working 
funds with a relatively heavy funded 
debt. Carrying charges on that debt 
may account in part for the low rate 
of profit on sales. Note that turn- 
over of working-capital is normal, 
but since the rate of profit on sales is 
low, profit on working-capital is low 
too.” 

Vesty laid his pencil down, lit a 
cigarette, sat back in his chair, and 
waited for Alice’s reaction to the 
long exposition. Quietly thought- 
ful, she studied the papers they had 
covered with triangles. 

“You know, chief,” she said at 
last, “you’ve drawn a lot of partial 
pictures here. There ought to be a 
way of hooking all these triangles 
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Figure VIII 
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Ratios 


together to make a complete picture 
of one business.” 

“Oh, there is! Tell you what— 
to show you how it goes, I’ll draw 
up a phony financial statement and 
set up some arbitrary standards for 
comparison; you figure the ratios, 
and then we’ll put them all together 
and see what comes out.” 

“That’s exactly what I want,” 
Alice answered. 

Vesty deliberated a little, then 
handed her a statement on which she 
set to work. 


Cash 
Accounts Rec . 
Inventory ......... 


$ 2,500 
10,000 
18,500 


31,000 
2,000 
48,000 


Prepaid Exp .. 
Fixed Assets . 

$ 81,000 
Sales for year 


Accounts Payable 
Accruals 


Mortgage .. 
Net Worth . 


Working industriously, they soon 
had their lay-out: 


Arbitrary 
Standard 


6% 9% 
3% 3% 


24% 15% 


2x 3x 
8x 5x 
5x 4x 


150% 
100% 
34x 
37% 
62% 
96% 
100% 


75% 
45% 


6x (60 day terms) 


40% 
60% 
70% 
70% 


“Now for the picture,” Vesty said. 
“Sales are the hub of any business, 
profits the prime motive.” She 
watched closely while he drew. (Fig- 
ure IX) 

“So we group everything around 
sales, and then start reading from the 
profit apex: 


(Continued on Page 34) 





The Value of Accounts Receivable 
How Much Reliance Can Be Put on Them as an Asset? 


tant asset of the value of ac- 

counts receivable, I am sure 

that there is nothing startling 
in the comments I am going to make. 
However, I feel that we are at that 
phase in our economic cycle when it 
is well to consider the value of re- 
ceivables with a much more inquisi- 
tive and analytical attitude than 
many of us have used for the past 
five to ten years. Perhaps some of 
the things on which I am going to 
comment may reflect on the ability 
of credit managers, but if any such 
reflection is drawn, then I feel that 
it is a point well worth mentioning. 

It is my feeling that in many pro- 
fessions, and there is a very definite 
place in the professional field for in- 
cluding credit managers as such, the 
tendency is to rate as of the utmost 
importance the work being done, but 
often too little emphasis is placed on 
the ability of the profession to actu- 
ally perform the work that is re- 
quired. 

To this extent there is a long 
range program under consideration 
by the National Association of Cred- 
it Men. We hope in the not too 
distant future that credit managers 
will be certified by the States in the 
same manner that Public Account- 
ants are certified, attorneys admitted 
to the Bar, etc. 


= In considering the very impor- 
) 


Comparative Value of Receivables 


With this as a background I 
should like to dwell for a short time 
on the relationship of the value of 
accounts receivable to other assets 
on the balance sheet. The remarks 
that I make will deal primarily with 
accounts receivable, but in such 
companies that deal with notes re- 
ceivable, the same line of reasoning 
could be used. 

If I were auditing the financial 
condition of a company, it seems to 
me that one of the first things I 
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would do would be to determine the 
percentage of assets which fall in 
any given classification. In other 
words, what percentage of the assets 
are normally represented by cash, 
accounts receivable, inventory, ma- 
chinery and equipment, buildings, 
etc. Certainly the percentage of dol- 
lar value which falls within any one 
category should receive attention in 
relation to the total of the company’s 
net worth. I think this is particu- 
larly true in the determination of the 
value of accounts receivable. 


Factors Affecting Receivables 


If I were to ask which asset on a 
balance sheet contains the possibility 
of the greatest potential loss, I be- 
lieve most of you would immediately 
say, “inventory.” While I agree 
that because of our inflationary sit- 
uation the inventories throughout 
the country represent a vulnerable 
spot, I wonder if the value of ac- 
counts receivable is not just as vul- 


Accounts receivable which may 
not be received are a better asset on 
paper than they are in fact. The 
author brings out the point that 
the reliability of this item in your 
customer’s balance sheet depends 
largely on the competence of, and 
authority vested in, his credit 
manager. 


nerable. Certainly a deflationary 
period which might result in a loss 
in value of anywhere from 10 per 
cent to 50 per cent of the inventory 
asset would probably result in a very 
sizeable shrinkage in the value of 
the receivable asset, not because the 
dollar amount of the _ receivable 
would shrink, but because the col- 
lectability of it would shrink, and 
result in realization of collections 
amounting to considerably less than 
the amount which is carried on the 
books. 

Another thing that I would look 
at very carefully in determining the 
value of the receivable asset is the 
terms of sale. If the accounts re- 
ceivable are turning over in a period 
of 10 to 30 days, there is an asset 
that should turn over rather rapidly. 
On the other hand, if the receivable 
asset is of a longer duration, I think 
you will all realize the well-worn 
saying that the longer a receivable is 
on the books the less collectible it 
becomes. I would, therefore, say 
that any company which is selling 
on a long term open account basis 
certainly has a receivable asset which 
might conceivably shrink much fast- 
er than a short term receivable. 


Protecting Receivables 


Next, I would like to develop for 
just a very brief time what the ac- 
counting profession does about pro- 
tecting the value of accounts receiv- 
able, and discuss briefly the value of 
the steps that are taken. It is the 
general practice to mail out requests 
for confirmations of balances owing. 
This can be done in several ways, 
and I presume that it is most usual 
for a confirmation to be requested of 
large accounts that are owing. On 
smaller balances a request is gener- 
ally made for advice if balances are 
not in accordance with customer’s 
records. One determines the per- 
centage of replies which one should 
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receive, and based on this percentage 
one has a good check on the out- 
standing receivables. However, all 
that you are obtaining by either of 
these methods is a check on the 
amount that is outstanding, and not 
a check on the value of the account 
receivable that is owing. 

Another check on the receivables 
is through the method of an aging 
report. In a good many cases I 
know that accountants prepare their 
own aging reports, but I feel sure 
that in most cases you rely upon the 
aging report prepared by the com- 
pany itself; possibly making a spot 
check of their agings. 

These last two steps, namely the 
mailing of confirmations and the 
analysis of aging reports are prob- 
ably all right for a quick check, but 
again I would say that they only 
confirm the amount that is out- 
standing and give you very little to 
go on as to the value of the asset. 


Six Important Points 


I feel the important points in this 
discussion are to be found in the 
following : 

1. What experience has the credit 

manager ? 

2. What are the sizes of the indi- 
vidual accounts receivable? 

3. What authority does the credit 
manager have? 

4. How are receivables which in- 
volve claims handled? 

5. Are adequate reserves main- 
tained for doubtful Notes and 
Accounts receivable? 

6. How are doubtful receivables 
controlled and followed ? 


I think that I would like to de- 
velop each one of these: six points 
briefly, and where possible, will give 
illustrations on what I consider per- 
tinent facts. 

1. My first, and I think by far 
the most important point, is the de- 
termination of experience on the 
part of the credit manager. Perhaps 
I should have gone a little further 
and said not only how experienced 
is the credit manager, but how ex- 
perienced is the entire credit de- 
partment. 

Probably the war has effected the 
credit management end of business 
to a greater extent than any other 
department. I know that we all 
heard about Sales Departments fall- 
ing to pieces and salesmen being 
taken off the road, but I think that 


the Credit Departments of most 
companies were cut back as severely, 
or perhaps even more so, than many 
sales departments. There was ade- 
quate reason for this too, because in 
many companies credit managers 
were asked to do other work which 
was at the moment considerably 
more important. Credit department 
replacements were practically nil, 
due, both to the drafting of the 
younger men and the lack of neces- 
sity for a large amount of detailed 
work previously handled. Further- 
more, there was not much justifica- 
tion or excuse for taking a poor 
credit risk. The customer generally 
was either a very good credit risk, or 
else the account. was sold on a c.o.d. 
basis. The same thing can be said 
of collections. Normally there was 
very little problem because either 
the customers paid or else they did 
not get merchandise. 


Many Managers Lack Experience 


The result has been that as of 
today in many companies top credit 
management has either been pro- 
moted to other work, or else pre- 
war credit managers have retired. 
In a good many companies credit 
management is now in the hands of 
those who: have yet to stand the 
rigors of a competitive situation, in 
addition to the always possible 
downward trend in business and the 
problems that result from it. 

Credit experience is not gained by 
reading a book, nor even by attend- 
ing classes on credit management 
and collection problems. I think I 
can safely say this because I have 
been teaching just these phases of 
business for the past two years, and 
I am sure that those who took the 
course are going to have to learn by 
experience rather than just by the 
facts which were developed during 
our class. Furthermore, many of 
the things that those of us who have 
been in credit work for years know, 
may seem unnecessary to those who 
have not been through the mill. It is 
only by actually doing and probably 
getting burnt every now and then 
that a real experience will develop. 

Another very important thing to 
my way of thinking is that even 
though a person may have been suc- 
cessful in some other work in his 
company, if he has been transferred 
to the credit department he still will 
have much to learn. If not about his 
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company, certainly he will have to 
learn the fine points of granting 
credit and making collections. 

I think that in determining the 
value of the accounts receivable, if 
you find the credit management rests 
in the hands of a person who has 
been in the work for a good many 
years, and particularly if they sur- 
vived handling credits from 1929 
through 1937, that you can be sure 
that they should be able to handle 
situations which may arise in the 
future. 

What I say about the credit man- 
ager of a business can also be re- 
flected in the credit department. If 
a department has an experienced 
credit manager I think in most cases 
you will find that most, or perhaps 
all of his department consists of 
those who have not had experience, 
which means that he is going to have 
to be that much stronger in guiding 
and developing his associates. 


Size of Accounts 


2. On the second point regarding 
the size of individual account re- 
ceivables, I think that the mere sug- 
gestion of the heading gives food 
for thought. If a company’s ac- 
counts receivable are made up of 
many small accounts, the law of 
averages to a large extent will keep 
the value of the receivables high. 
That is, unless the credit manager 
has just gone off the deep end and 
has not used common sense in han- 
dling the extension of credit. On the 
the other hand, if the company sells 
customers who are large users of 
credit, then your credit manager 
must be very keen about the ability 
to analyze financial statements. He 
should have a good knowledge of 
commercial law, a sound _back- 
ground on competitive conditions, 
and a wide understanding of eco- 
nomic conditions. 


Credit Man’s Authority 


3. The question of the authority 
of the credit manager has always 
been one that can be discussed by 
most any speaker for a long period 
of time. In the end I sometimes won- 
der as to the conclusion that is 
drawn. However, I would say to 
you that if I were auditing the ac- 
counts receivable I would certainly 
be interested to know whether the 
Sales Department is in a position to 
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force orders through the Credit De- 
partment against the better judg- 
ment of the credit manager. 

In fact, if the company is a large 
organization and has a thoroughly 
experienced credit manager, I would 
certainly be interested to know 
whether the Treasurer makes it a 
practice to override the decisions of 
the Credit Manager. In this latter 
case I do not mean that the Credit 
Manager should be all powerful, and 
I fully realize that in many cases 
orders are accepted for sales and 
other reasons. Nevertheless, if it is 
found that the Treasury Department 
is in the habit of overriding the de- 
cision of the Credit Manager in 
very many instances, I think I would 
be skeptical as to the ultimate out- 
come of many of the receivables that 
are placed on the books. 

While I do not feel that I am at 
liberty to quote names and accounts, 
let me assure you that in several 
companies with which I am reason- 
ably familiar the sizeable credit loss- 
es which have resulted in the last 20 
years have been in the case of orders 
which have been approved by com- 
pany Treasurers or other executive 
officers after the Credit Managers 
had refused the business on the 
terms accepted. 


Handling Claims 


4, I think that one very important 
point that can be overlooked in ana- 
lyzing the value of receivables is the 
question of the handling of claims. 
Some businesses have very few ac- 
counts which are ever held up be- 
cause of so-called claims on the part 
of customers. Certain types of busi- 
nesses are plagued with this type of 
claim. I would certainly give more 
than passing attention to the possi- 
bility of accounts receivable being 
heavy with claims. 

If such items do exist, certainly 
the accountant should be interested 
in knowing how the company pro- 
poses or does actually settle those 
items, and how long they remain on 
the books before they are settled. 
In this same connection, I would 
want to make sure that I knew how 
the so-called claim items are aged 
when preparing the analysis of re- 
ceivables. If they are aged as cur- 
rent receivables, that is not correct, 
and if they are aged as past due 
items then they may actually throw 
the perecntages way out of line. 
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Nevertheless, it is my feeling that 
items which consist of claims should 
be aged as to the month in which 
the invoice became due. I believe 
that they should reflect the increased 
delinquency of the outstanding ac- 
counts. 


Maintenance of Reserves 


5. My fifth point has to do with 
the establishment of adequate re- 
serves. I know that this is a point 
on which all of the accountants give 
considerable thought, and I am sure 
all accountants confer with both the 
Treasury Department and Credit 
Department to determine that ade- 
quate reserves have been estab- 
lished. 

For many years most companies 
tried to establish a reserve for doubt- 
ful accounts on the basis of their 
losses over a given period of years. 
It hardly seems necessary to caution 
you that this system is not adequate 
today because until a year or two 
ago there was a long period of time 
in which there were very few losses. 
In fact, most companies had very 
little in the way of credit losses dur- 
ing 1946 and 1947. However, I 
am sure that there will be hardly a 
company which does not suffer a 
sizeable increase in their delinquent 
accounts receivable during 1948, and 
I feel sure that in 1949 they will be 
even greater. 

A speaker mentioned, in a recent 
talk before a group of credit men, 
that his outstanding delinquent ac- 
counts were three times what they 
were a year ago. When they become 
three times as much as they are to- 
day, then he will have what was con- 
sidered a normal delinquency before 
the War. Personally, I think that 
he was a little extreme because I feel 
that before the War a good many 
customers were being financed by 
their sources of supply to a much 
greater extent than they will be fi- 
nanced in the immediate future. I 
think that all companies are finding 
a very real need for maintaining col- 
lections on a reasonably prompt ba- 
sis, and certainly I do not advocate 
that we merely let accounts receiv- 
able become past due because we 
are not up to the perecentage of de- 
linquencies that we considered nor- 
mal 10 or 15 years ago. 


6. My sixth item for discussion 
is regarding the handling of doubt- 


ful accounts. You may not feel that 
this has much to do with the value 
of accounts receivable, but it seems 
to me that accountants should he 
very vitally interested in the han- 
dling of doubtful accounts. My 
reason for saying this is that I have 
gathered from conversations with 
many Credit Managers in many dif- 
ferent types of industry that an ade- 
quate follow-up is not always main- 
tained on accounts which become 
past due and are charged off as 
doubtful accounts. It seems to me 
that it is only good business for all 
accounts to be followed to the fullest 
extent for collection. I am sure that 
you would not stand by and see a 
company take one of its completed 
pieces of merchandise and put it in 
the corner of their lot to merely 
stand it there. Nevertheless, I think 
that sometimes companies are prone 
to write off an account receivable 
without attempting to follow it to 
the fullest extent in order to enforce 
payment. I feel that Credit Depart- 
ments to make sure that they are 
pursuing their collection effort to 
the fullest extent, should place 
those accounts with attorneys or col- 
lection agencies where ordinary re- 
sults fail. They should always file 
claims in bankruptcy and receiver- 
ship cases, even though the possibili- 
ty of a dividend may appear very 
slight. 

From personal experience I know 
that approximately 50% of the dol- 
lar amount of accounts receivable 
that are classified as doubtful can be 
recovered. It may take anywhere 
from 30 days to 5 or 10 years, as in 
the case of a judgment, to collect. 
Regardless of the length of time an 
account runs, an adequate follow-up 
system can be maintained without 
too great a cost. It is merely a me- 
chanical operation that takes only a 
few minutes to set up. The amount 
of time that is spent on it depends 
entirely on the dollar volume that is 
classified as doubtful receivables. 


Other Points to Watch 


Now I would like to outline sev- 
eral things that have come to my 
attention recently and which make 
me feel that you should know about 
the credit manager of the company 
because it is things like this which 
will depreciate the value of the re- 


(Continued on Page 36) 
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A System of Credit Control 


Fingertép Information Eases Credit Administration 


body started thinking about 

conversion to civilian produc- 

tion. One of the speediest 
conversions of which I know was 
ours here at The Schaible Company 
—the result of which was that a 
nation with a pent-up demand for 
sink faucets and basket strainers 
found us able to supply them im- 
mediately, and our young firm pro- 
ceeded to do more than half of the 
national volume on these staple 
necessities ! 


= When the war ended, every- 
” 


To satisfy this increasing demand, 


we had to get additional temporary 
space until another building near 
our main plant could be made ready. 
Besides, we purchased a stamping 
plant at Trenton, Ohio, and another 
plant at Pasadena, Calif., to care 
for Pacific Coast and overseas trade. 

These things are indicative of the 
energy of our president, Michael F. 
Schaible, who is now only 36 years 
old. The firm was established by 
his father, Charles F. Schaible, still 
active in management, as a foundry 
shop in 1922. By 1931, we had 
gotten into valve manufacture, and 
in 1940 we courageously invaded 
the field of household plumbing fix- 
tures in which many large and old- 
established organizations had a firm 
foothold. 

These products are staple and 
normally highly competitive. We 
maintain a Product Engineering 
Department which constantly 
searches for better ways to make 
these parts; because obviously to 
hold our business, and get more, we 
must have superior products. One 
of our new sink faucet units, for 
example, is of the deck type, mod- 
ernly streamlined. It operates 
easily, is leak-proof, and aerates the 
water so that there is no splash. 
Aud though we don’t know just 


by EDWARD L. FESSLER 
Chief of Credit Division 


THE SCHAIBLE COMPANY 
Cincinnatti, Obio 


how, we feel there must be room 
for still further improvement. 

Another thing we do, that is prob- 
ably unusual, is the final testing of 
every faucet with water pressure 
much higher than will be encount- 
ered in actual service. We know 
that the unit is absolutely right be- 
fore it leaves the plant! 

With our rapid expansion, not 
only in residential fixtures but in 
industrial valves as well, it was ob- 
vious that proper credit checking 


was vitally important—for all our 
sales gains might be nullified at this 
point. We needed quickly acces- 
sible fingertip facts for rapid action. 

The former credit files had con- 
sisted of blank 5 x 8 cards kept in 
an index-tabbed box alphabetically 
by accounts. This was bad, first 
because names duplicated in various 
cities; second because the cards 
tended to stick together and were 
easily misfiled, creating confusion 
and losing time; third because in- 
formation was recorded haphazardly 
on the blanks. 

At the beginning of last year, we 
changed all this. We installed an 
Index-Visible system. Now each 





Note the good-looking plaque on the author’s desk! 
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The Cards Used in the Schaible Control System 


card has a specific place and can- 
not possibly be misfiled,..and for 
reference it is not necessary to re- 
move the card from its pocket. 

The arrangement is geographic— 
alphabetic, in rotation, by states, 
cities, and finally accounts. While 
the visible index line saves much 
time in locating a card, the geo- 
graphic arrangement is another 
timesaver in that it makes duplicate 
names much less frequent. We like 
this technique, too, in the way it 
facilitates checking the credit books 
—which we do on every issue. This 
operation becomes a straightline job, 
with no jumping around the coun- 
try. 


Specially Designed Forms 
We use two forms designed espe- 


cially for our needs. Having proper 
spaces for all wanted information 
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assures that all data is recorded on 
every card.. There is a space. for 
credit ratings of the three types we 
use. As mentioned, these are check- 
ed with every book issue and re- 
port, and new entries are made in 
this section of the card only when 
there is a change in one or another 
of the ratings. 

A large area of the record card 
(which occupies the upper flap of 
the Kardex pocket) is set aside for 
digesting credit reports. The actual 
reports are filed separately and kept 
for a 5-year period for possible ref- 
erence. We find that the digesting 
makes such reference unnecessary 
in most cases. 

To compare the operation and 
maintenance of our credit record to 
a game of “put and take” will not, 
I am sure, cause my readers to sus- 
pect me of levity. The credit con- 
trols in use at The Schaible Com- 


pany are seriously taken manage- 
ment techniques. To complete the 
analogy, we “put” information on 
our credit records for one purpose 
—to be able to “take” it off for 
credit checking purposes at a later 
date. What the visible record does 
for us is to make this “taking off” 
process less of a gamble, and to 
make it certain that the vital facts 
are projected from and by the rec- 
ord. 

In other words we credit-checked 
our shipments before Kardex and 
the essential difference in our pres- 
ent, more efficient methods is not 


‘so much our objective or our post- 


ing of information but are apparent 
in the end result. Now the body of 
data entered minutely on our record 
is summarized on the visible refer- 
ence and indexing margins of the 
cards that make up the record. The 
data is boiled down and visualized 
by visible margin signals which are, 
in effect, credit stop and go signals. 
These signals are more than a mat- 
ter of convenience and of our being 
intelligently lazy. They are a guar- 
antee that certain pre-determined 
vital facts will not be overlooked. 

So we practice management-by- 
exception in our credit work. For 
instance, the Graph-A-Matic signal 
we move over the right hand half 
of the visible margin indicates 
month of past due accounts. When 
data is posted to the record these 
signals are moved to “except” ac- 
counts with an unfavorable credit 
history. When such information is 
useful to use it is there for all to 
see and use. 

Other signals further remove the 
“blinders” from our record. One 
signal tells us to exercise caution 
with an account. Another different- 
ly colored warns us to hold up 
orders and another distinctive signal 
tells us not to approve shipment on 
credit terms. Other signals give 
us working information on low 
credit limits, C.O.D.’s, collection let- 
ters sent, etc. 

The second card in our system, 
which occupies the lower flap, is a 
columnar record of the dates of 
orders approved for credit, together 
with the order number. This in- 
formation is recorded at the same 
moment as credit is approved, so 
there is virtually no opportunity for 
slip-ups. 

(Continued on Page 33) 
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Are Collections Slower? 


A Study of the Average Credit Period in 84 Industries 


During the latter part of World 
War II and since the war 
there has been a marked ten- 
dency toward a decrease in the 
average length of the credit period. 
But in recent months this trend ap- 
pears to have been reversed. It is 
significant that of 290 credit execu- 
tives polled by the Los Angeles As- 
sociation of Credit Men, 111 pre- 
dicted a slowing up of collections in 
the immediate future. For the first 
six months of 1948, according to the 
U. S. Department of Commerce, 
wholesale accounts Receivable have 
increased faster than wholesale 
sales... What does it mean? What 
significance can be attached to a 
longer credit period, from the stand- 
point of the individual credit de- 
partment and from the standpoint of 
the national economy? In order to 
study the problem, data must be 
available which will show the effects 
of long term trends as well as varia- 
tion within shorter periods. 

In Table I the average length of 
the credit period has been computed 
for 84 large manufacturing enter- 
prises in eleven industries for the 
years 1920-1947 inclusive.2 The 
types of industry included in the 
sample produce a varied pattern of 
average credit periods, the most im- 
portant determinant being customary 
terms of sale in each type of in- 
dustry. 

Almost all lines evinced a long 
average credit period after World 
War I. This is a reflection of the 
fact that businessmen were expand- 
ing inventories rapidly in order to 
meet the pent-up demand for civilian 
goods, the expansion being .financed 


Dee artment of Commerce, Bureau of 
the a, holesale Trade, Sales, Inventories, 
and Credits. 


* For coverage of the sample, see Koch, A. 
R., The Financing of Large Corporations, Na- 
tional Bureau of Economic Research, New York 
1943. In general, the sample includes the larger 
cor porations in their respective industries, com- 
eS ~- 29 per cent of all corporate assets in 
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to a considerable extent by means of 
credit extended by suppliers.? The 
sharp period of liquidation which 
occurred during 1920-1921 resulted 
in many frozen accounts which had 
the effect of further increasing the 
average duration of the credit period. 


Some Industries Shortened Period 


The succeeding decade brought 
forth a readjustment to pre-war 
conditions, and apparently some- 
thing more. The industries which 
were able to achieve the most rapid 
reduction in the average credit pe- 
riod, e.g., automobiles and trucks, 





3 For a discussion of business financing during 
this Pag see Schmidt, C. H., and Young, 
The Effect of War on Business Financ- 

ing: *ALanufacturing and Trade, World War I, 


petroleum, and meat-packing, were 
those which were favored by rapidly 
expanding demand. These indus- 
tries, operating generally in sellers’ 
markets, were able to demand cash 
or short credit terms. In the case of 
the automobile industry, consumer 
credit agencies were developed 
which, by placing the consumer in 
command of credit, had the effect of 
reducing the need for mercantile 
credit within the channels of distri- 
bution. Older, established indus- 
tries, such as the iron and steel in- 
dustry, and those like the rubber in- 
dustry, in which competition was 
particularly keen, operated on the 
basis of longer and somewhat more 
stable credit periods. 

Industries having a steady, inelas- 
tic demand, such as the food and 
tobacco industries, are characterized 
by short, stable credit periods, while 
heavy industries having a derived 
demand generally have widely fluc- 
tuating credit periods. The latter 
case is clearly evident in the ma- 














National Bureau of Economic Research, New : os a8 : in- 
York, 1943, chinery and building materials in 
Table 1 <= Average wre th of the Credit Period for Lar ge Corporetions in Eleven Manufacturing Industries, 
1920-1947 (Number of Days) 
Automobiles Building Chemicale Pood Iron and Machinery Meat Petroleum Rubber Textiles Tobseso 

Year and Trueks Materiel Steel Packing 

19D 3 5? 77 26 a 94 53 103 50 84 25 
1921 al 54 82 34 a 127 69 129 78 129 26 
1922 37 52 7? 27 53 132 46 134 B 173 2% 
1923 24 43 58 23 37 39 114 62 162 2% 
1924 24 43 61 25 38 102 34 130 61 168 22 
1925 22 45 65 24 35 97 29 82 58 143 25 
1926 23 42 61 3 35 95 27 66 124 23 
1927 20 50 62 25 35 92 24 42 61 114 23 
1928 19 53 89 3 38 99 25 43 né6 a 
1929 17 58 56 33 32 98 25 45 57 124 23 
1930 20 53 43 26 7 104 21 43 60 122 23 
1931 23 59 42 34 34 145 20 46 57 97 20 
1932 27 68 48 32 4 206 20 53 63 108 20 
1933 17 n 4&8 26 4? 180 24 48 63 127 20 
1934 18 52 a 17 36 1g 23 38 S4 % 
1935 17 49 a4 16 38 103 20 37 57 53 18 
1 15 47 40 16 38 19 37 57 55 36 
1937 12 37 30 16 26 82 17 36 48 15 
1938 21 “4 37 18 44 91 18 37 64 62 poy 
1939 16 a4 40 18 43 87 18 33 59 64 16 
1940 23 Ly 39 16 39 81 19 38 ) 62 16 
1941 29 47 36 20 37 69 21 42 - 53 18 
1942 79 45 40 18 34 Ss? 18 58 16 38 20 
1943 s2 40 36 16 29 43 16 55 53 29 uy 
1944 42 32 32 45 33 14 45 3t 20 
1945 39 3 32 45 26 26 1s 3B 34 26 15 
1946 30 39 35 15 32 39 15 35 44 37 30 
1947 22 3? 37 15 29 37 12 37 42 32 28 


(a) Date for yeare 1920-1943 are basec upon samples of seven automobile and truck corporations, eight building material 
and equipment corporations, seven chemical corporations, eight iron and steel corporations, thirteen petroleum corpora- 
tiona, six food corporations, four meat packing corporations, six rubber corporations, seven textile corporations, four 
tobacco corporations, and fourteen machirery corporations, Tebles A-3 to A-13 and A-3s to A-13s, Corporate ea 

Data for Studies in Business Finance, Netional Bureau of Economic Research (Financial Research bragesy as. 

ow Ceres ae of Invpetments, Industriel Securities, 1946, and Moody's Industrials, 1948, 
Moody's Investors Service, New York, » — 
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dustries during the early 1930’s 
when sales contracted suddenly, and 
at the same time many accounts be- 
came overdue. 

It is interesting to note the effect 
on receivables of the N. R. A. codes 
of fair competition. At the end of 
either 1933 or 1934 ten out of the 
eleven industries showed a substan- 
tial reduction in the average credit 
period. This reversed an upward 
tendency in practically all cases. 
There can be no doubt that the 
standardization of terms of sale, pro- 
vided for in most of the codes, was 
responsible in large measure for this 
decline, although there are some 
grounds for believing that business 
credits were being deflated from 
natural causes as well. 


Uncle Sam Proved Slow Payer 


An analysis of the industrial 
groups from 1939 to 1942 provides 
an interesting sidelight into the 
credit situation of that time. Al- 
though an increase in the length of 
the credit period is to be expected 
during such a period of rapidly ex- 
panding economic activity, the in- 
crease was so great for certain in- 
dustries as to merit special attention. 
The industries concerned were the 
automobile industry (which had al- 
ways maintained a low ratio), the 
petroleum industry, and the rubber 
industry. The reason for the abnor- 
mally long credit periods in these in- 
dustries is the fact that they had 
been largely severed from their 
peacetime customers, these being re- 
placed by the War Department and 
the Navy Department. The latter 
departments were not organized to 
make remittances covering the un- 
precedented purchasing which had 
been necessary to build up the army 
and navy to world-war proportions. 
The result was that by the end of 
1942 these industries were owed 
huge sums which were long overdue. 

In nearly all the types of industry 
studied, a low point in the average 
length of the credit period was 
reached in 1945. This reflects in 
part a tightening up of terms of 
sale, in part the liquidity of buyers, 
and in part the conservative attitude 
of businessmen who remembered 
the credit debacle which followed 
World War I. During 1946 and 
1947, however, there is to be noted 
in most lines a slight tendency 
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toward the lengthening of the aver- 
age credit period. 


Ratio of Receivables to Sales 


In order to give a more complete 
picture of the significance of the 
length of the credit period, the data 
from which Table I was compiled 
were accumulated and are shown in 
Chart I in the form of a ratio of re- 
ceivables to sales. One of the most 
significant characteristics of these 
data is the long run tendency for the 
receivables to sales ratio to decline. 
The drop was particularly steep dur- 
ing the 1920’s although the down- 
ward trend is quite evident also dur- 
ing the 1930’s and 1940's, 

The ratio may be affected by the 
following five factors: 

1. The amount of credit sales as 
compared with cash sales. 

2. The terms of sale. 

3. The amount of credit write-off. 

4. The efficiency with which 
credit is used. 

5. The substitution of other types 
of credit. 

If credit sales increase or if credit 
is extended on longer terms, the 
ratio of receivables to sales tends to 
increase, and vice versa; if cash sales 
are expanded at the expense of 
credit sales or if the terms of sale 
are tightened, the ratio will decline. 
The ratio will also decline when, 
through bookkeeping write-offs, 
mercantile credit is eliminated from 
the balance sheet. Or, if credit is 
used more effectively so that a given 
amount of it will support a larger 
volume of sales, or if other types of 
credit are substituted for mercantile 
credit, the ratio will decline. These 
factors will be considered in turn. 


Terms of Payment Vary 


A credit sale may be defined as 
one in which goods or services are 
sold with the understanding that 
they be paid for at some future time. 
The term, however, has various 
shades of meaning. In certain lines 
of trade the transaction is considered 
to be on a cash basis provided the 
debt is liquidated within a given time 
period—with the following delivery 
of goods, or in seven or ten days. At 
the other extreme, many firms, in 
order to simplify accounting pro- 
cedure, handle all sales as credit 
sales.* They may thus consider 
themselves to be on a 100 per cent 


credit basis even though cash m:y 
occasionally be received on the sanie 
day a sale is closed. Because of lack 
of uniformity in the meaning or ap- 
plication of the term, exactly con)- 
parable statistics are difficult io 
obtain. 

The pervasiveness of credit sales 
is shown, however, in a study con- 
ducted by the Department of Con:- 
merce covering the years 1928, 1929, 
and 1930.5 In the study 5,783 
manufacturing and wholesaling firms 
reported that credit sales amounted 
to a little over 90 per cent of total 
net sales during the three-year 
period. Further information on this 
point is available from the Censuses 
of Distribution. In 1933, 80.5 per 
cent of the sales of wholesale mer- 
chants and 78.6 per cent of the sales 
of limited function wholesalers were 
reported as credit sales, while 92.0 
per cent of the sales of manufac- 
turers’ Sales Branches (with stocks) 
were reported as credit sales.6 In 
1939, 77.5 per cent of the sales of all 
wholesalers were reported as credit 
sales, while 91.7 per cent of the sales 
of manufacturers’ sales branches 
were reported as credit sales.’ 

On the basis of the available data 
it can be concluded that by far the 
greater proportion of mercantile 
transactions are on a credit basis. 
There has been some tendency for 
mercantile establishments, particu- 
larly wholesalers, to sell on a cash 
basis rather than on credit, but this 
tendency is by no means sufficiently 
marked to account for the extensive 
decline in the receivables-sales ratio 
as shown on Chart I. 


Credit Terms Rarely Change 


Terms of sale tend to become 
standardized in the various indus- 
tries, changing only in an evolution- 
ary manner or as the consequence of 
a war or other economic upheaval. 
During the early 1930’s the N. R. A. 
Codes of Fair Competition had the 
effect of tightening credit terms in 
certain industries, for many of the 
trade associations involved seized 
upon the opportunity to standardize 
selling terms. During and after 


*See McKinsey, J. D., and Noble, H. S., 
Accounting Principles, Revised Edition, p. 180, 
South-Western Publishing Company, New York, 
1939, 

5 “Mercantile Credit Survey,” Domestic Com- 
merce Series, Nos. 74, 77, and A United 
States Government Printing Office, 


1932. 
® Census of Aangnn, Business, 1933, Whole- 
sale Distribution, Vol. 
™Census of "business, 1939, Wholesale Dis 
tribution, Vol. II. 
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\Vorld War II another modification 
cecurred in terms of sale. This fac- 
tor was undoubtedly at least par- 
tially responsible for the behavior 
ot the receivables-sales ratio during 
the period 1932 to 1935 and again 
from 1942 to 1945. 

The receivables-sales ratio is also 
affected by any bookkeeping elimin- 
ation of debt. When accounts re- 
ceivable are written off as bad debts, 
the ratio will tend to decline. This 
factor becomes significant after a 
period of rapid deflation when an 
excessive number of business firms 
become insolvent and are forced into 
bankruptcy. 

Another type of credit write-off 
may come about through industrial 
consolidation. It is quite possible, 
of course, that the sales and accounts 
receivable of the consolidated firms 
may simply cumulate. It is also pos- 
sible that sales of the consolidated 
firm may decrease proportionately 
to accounts receivable. However, it 
appears that as business units be- 
come larger there is less need for 
trade credit per unit of sales. This 
may be an important explanation 
of the drastic decline of the receiv- 
ables-sales ratio during the decade of 
the 1920’s as shown on Chart I. 


Efficiency in the Use of Credit 


It is axiomatic that if the turnover 
of mercantile credit can be made to 


CHART I 


increase, a given amount of it can 
support a larger sales volume. Since 
World War I there has been a defi- 
nite trend toward more efficient use 
of mercantile credit. This has been 
brought about largely through supe- 
rior merchandising at the retail level 
of distribution. Paced by chain and 
department stores, which expanded 
rapidly during the 1920's, retail 
merchants generally have achieved 
a more compact inventory in relation 
to sales which has resulted in a 
faster stock turnover and less de- 
pendence upon mercantile credit. 
The tempo of business has increased. 

Finally, the substitution of other 
types of credit for mercantile credit 
will affect the receivables-sales ratio. 
Automobile manufacturers, for ex- 
ample, have been able to maintain a 
low volume of receivables in relation 
to sales due to the fact that they 
have demanded cash from dealers 
upon delivery of the product. Deal- 
ers, in turn, shifted the financing 
function either to banks or to the 
consumer. But banks were reluctant 
to handle this type of credit and as 
a consequence, a newer type of 
financial intermediary was employed, 
the sales finance company.® Although 
finance companies operate exten- 
sively in the automobile field, they 
have expanded their operations to 
include radios, refrigerators, heating 
units, and other durable consumer 


RECEIVABLES AS A PER CENT OF SALES, LARGE MANUFACTURERS, 
1920-1947 
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goods, serving the dealer as well as 
the ultimate consumer, 

The factoring of accounts receiv- 
ables must also be mentioned as a 
means of shifting the financing func- 
tion. Traditionally, factors have op- 
erated in the textile trades although 
during the past two’ decades they 
have expanded their operations into 
other lines such as men’s clothing, 
shoes, paper, glassware, and furs. 
Sales finance companies and com- 
mercial banks have also entered into 
accounts receivable financing, either 
on a notification or non-notification 
basis.® Since these receivables are 
not generally shown on the balance 
sheet of the selling company, the 
practice tends to decrease the receiv- 
ables-sales ratio. 


Significance of the Collection 
Period 


The average length of time within 
which accounts receivable are col- 
lected is an important measure of a 
concern’s business competence. 
When this figure is compared with 
the same data derived from similar 
establishments in the same line of 
trade, at least one measure of the 
efficiency of the individual credit de- 
partment is provided. 

But these data are also useful for 
purposes of interpreting and analyz- 
ing economic conditions. Referring 
to Chart I, it will be seen, for exam- 
ple, that during the period from 1942 
to 1945 a marked decrease in the 
ratio of receivables to sales occurred. 
It is interesting to note that this de- 
cline started prior to the peak of 
World War II expansion. At the 
end of 1947 less than 8 per cent of 
the year’s sales were outstanding. 
This fact is of prime importance to 
business analysts who are interested 
in forecasting trends in prices and 
business activity. 

It means, in the first place, that 
inventories, even though inflated, 
were largely paid for. This may be 
contrasted to the situation which had 
existed shortly after the first world 
war when nearly 16 per cent of 
annual sales had been outstanding 
at the end of 1920. The business 

(Continued on Page 36) 


® Beckman, T. N., Credits and Collections in 
Theory and Practice, 4th edition, McGraw-Hill 
Book Company, Inc., 1939, Chapt. XXVI. See 
also Plummer, C., and Young, R. A., Sales 
Finance Companies and Their Credit Practices, 
Nat’l Bureau of Economic Research, New York 


1940. 
® Saulnier, R. J., and Jacoby, N. H., Accounts 


Receivable Financing, National Bureau of Eco- 
nomic Research, New York 1942. 
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New Horizons in 


Income Statement Reports 


has appeared recently on the 

question of business income re- 

porting. Conference groups of 
accountants and economists have 
been held on this subject seeking to 
resolve the question. The American 
Institute of Accountants, in its pub- 
lished Accounting Research Bulle- 
tins since 1939, has attempted to 
reconcile changes in accounting 
conventions and their application on 
income reporting and balance sheet 
presentations in accountants’ reports. 
Attempts are continuing to make 
the meaning of income reporting in 
financial statements universal in 
understanding to all those rightly 
concerned with such a subject, such 
as business men, management, credit 
grantors, investors and govern- 
mental regulatory bodies. 


The current inflationary condition 
of our economy has highlighted 
these discussions. Some of the most 
recently published articles by ac- 
countants on the subject of the in- 
come statement contain these titles: 


= A large amount of literature 
* 


The Increasing Significance of 
the Income Statement.! 

How New Standards of Financial 
Reporting Grow From Social 
responsibility of Accountants.” 

When Should Lifo be Used.® 

Depreciation and High Costs.‘ 

Curbing the Effect of our Erratic 
Dollar in Pricing Inventories 
and Providing for Deprecia- 
tion.5 

Weakness in Financial Reporting 
Caused by Improper Use of Re- 
serves.® 

Leading recent articles on the sub- 


—_—__ —_ 


1 The Journal of Accountancy, January, 1948. 

2The Journal of Accountancy, August, 1948. 

8 The Journal of Accountancy, February, 1948. 

* Maurice E. Peloubet, C.P.A., the New York 
Certified Public Accountant, August, 1948. 

5H. T. McAnly, C.P.A., The New York 
Certified Public Accountant, ™-*y 1948, 

Maurice H. Stans, C.P.A., The Journal of 
Accountancy, March, 1948. 
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ject of business profits appearing in 
other than accounting publications 
are: 


Business Profits During Inflation.‘ 
The Reality of Inventory Profits.® 


These articles represent a cross 
current of the expressions on the 
subject of the changing concepts 
about business income and income 
reporting and point the way to new 
horizons in income statement re- 
ports. To what degree these chang- 
ing concepts have been adopted in 
financial reporting is our subject of 
discussion; how far we will go in 
adopting further changes is in the 
realm of the future and the pattern 
our economy will take in that future. 

7Dan Throop Smith, Harvard Business Re- 
view, March, 1948. 

8 Charles A. Bliss, Harvard Business Review, 
September, 1948. 


® Published by the American Institute of Ac- 
countants, 1938. 


Accounting Conventions of 
Financial Statements 


In “A Statement of Accounting 
Principles,”® prepared for the Has- 
kens & Sells Foundation, Inc., in 
1937, an effort was made to unify 
the body of opinion then prevailing 
as to accounting principles and pro- 
cedures to be followed in the prep- . 
aration of financial statements. The 
work was delegated to a committee 
composed of eminent accountants 
and lawyers to formulate a code of 
accounting principles which would be 
useful in the clarification and im- 
provement of corporate accounting 
and financial reports issued to the 
public. 

The statement made therein on 
the balance sheet and income report 
is worth quoting: 


“The balance sheet and income 
statement are a resultant or com- 
posite of two very different classes 
of information. Their first source is 
the historical record of all the trans- 
actions preceding them; but because 


The credit man is a member of a profession that is closely 
allied with the accounting profession. He controls the flow of 
borrowed capital employed by proprietorship with its own capital 
in industry, commerce and mercantile establishments. His basic 
guides are the financial statements prepared by accountants. He 
looks to their completeness of disclosure and their preparation 
under accepted accounting procedures. These represent the 
principles which by usage and application have become a set of 
conventions generally employed by accountants and recognized 
as acceptable in their work. 

The credit man follows a course of study to fit him for his 
work. The National Association of Credit Men has sponsored 
the growth of schools which train men for the credit profession. 
Accounting is a required subject of study. 

Because of this community of interest, the credit man should be 
informed of the current body of thought on accounting pro- 
cedures and their application in the preparation of the income 
statement and balance sheet in the light of the present inflationary 
economy. The subject, “New Horizons in Income Statement 
Reporting,” is a modest attempt to reconcile all the thinking on 
this vital subject to date. 
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such a summary would fail to recog- 
niz€é many, important facts arising 
out of the conditions at the date of 
the balance sheet, another series of 
processes must be gone through if a 
true picture of those conditions is to 
be obtained. These processes involve 
the exercise of judgment at all those 
points where accounting conventions 
have come to require that the his- 
torical amounts be adjusted to some- 
thing nearer to practical present day 
conditions.” 

Some of the phases of the histor- 
ical amounts that require adjust- 
ment to practical present day condi- 
tions pertain to the following: 


1. The determination of the rates 
at which the historical cost of 
fixed or capital assets shall be 
written off as charges against 
income. 


2. The methods of pricing inven- 
tories. 


3. The methods of preparing the 
balance sheet and the position 
of the assets and the corre- 
sponding rights to them, legal 
and equitable. 


4. The methods of preparing and 
presenting the operating in- 
come statements to correspond 
to the flow of activity of an en- 
terprise on the basis of a going 
concern and the consideration 
necessary for all of the factors 


and the current conventions 
effecting such presentation of 
historical amounts. 


5. The methods of preparation of 
statements of surplus and their 
classification. 


6. The methods and use to be 
made for setting up of reserves, 
actual and contingent, and the 
application of such reserves ob- 
jectively, that is applied to the 
factual situation so as not to 
confuse the results from oper- 
ations. 


Generally, therefore, accountants, 
in the preparation of financial state- 
ments, take into consideration two 
factors: (1) historical amounts and 
(2) the adjustments thereof to 
practical present day conditions. 


(Continued in December Issue) 


This is a reprint of the author’s 
address before the October forum 
of the New York Chapter, National 
Institute of Credit. Mr. Herwood 
is prominent in accounting circles 
in New York State, and, in his 
Capacity as accountant to the New 
York Chapter of the National In- 
stitute, and as a day-by-day asso- 
ciate of credit executives, he knows 
well how important a well-prepared 
financial statement is to the credit 
grantor when making his decision. 


Referee's Salary System Gives 
Satisfaction, Report Declares 


in bankruptcy has met with 

complete satisfaction during 

its first year of operation, ac- 
cording to the annual report of the 
Director of the Administrative Of- 
fice of the United States Courts. 

At the end of the year there were 
authorized 49 full-time and 114 
part-time referees’ positions, about 
half the number at the close of the 
old fee system, and 133 full-time 
and 82 part-time clerks. 

Although there was little com- 
plaint that the referees were in- 
fluenced in their decisions by the 
way they were paid under the old 


4 The salary system for referees 
» 
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system, the salary system does do 
away with any possible financial in- 
terest of the referees in their deci- 
sions and puts them on a higher 
plane of impartiality and independ- 
ence, the report states. Moreover, 
not only are their salaries more de- 
pendable, but payment of their of- 
ficial expenses is assured, whereas 
formerly, in lean years, many of 
them had to pay a considerable part 
of their expenses out of their own 
pockets. 

The number of cases pending at 
the end of fiscal year 1948 was 
25,064, that is 7,768 or almost 45% 
more than the previous year. The 


number of cases filed during the 
year was 18,510, an increase over 
1947 of 5,340. Moreover the pro- 
portion of cases involving substan- 
tial assets and of proceedings under 
the relief chapters of the Bankruptcy 
Act is increasing faster than the 
number of cases. This means more 
work for referees and their clerical 
assistants. 

The total amount appropriated for 
salaries of referees in 1948 was 
$755,000 and the amount expended 
was $732,567, or $22,433 less. The 
total amount appropriated for ex- 
penses of referees, including clerk 
hire, rental of offices in instances 
in which the referees were quartered 
in private buildings, and equipment 
and supplies, was $675,000 and the 
amount expended was $566,487, or 
$108,513 less. 

In the salary account there was 
a deficit in this first year in the 
special fund created out of payments 
by the parties, the receipts of $643,- 
717 from this source being $88,850 
less than the total of salaries paid. 
There was, on the other hand, a 
surplus of a greater amount, $125,- 
163 in the receipts of $691,650 from 
payments by the parties for ex- 
penses. Thus the receipts for both 
salaries and expenses, $1,335,367, 
exceeded the expenditures for these 
two purposes by $36,313.00. More- 
over it is believed that at the cur- 
rent rate of collection the entire 
deficit in the special salary fund 
taken by itself will be extinguished 
by December 31, 1948. 

In 1948 $700,000 or a little less 
than half the estimated cost of the 
salaries and expenses of referees, 
$1,430,000 was appropriated from 
the general funds, and the remainder 
$730,000, which was a little more 
than half, from the. special funds 
derived from payments by the par- 
ties. For 1949 the proportion of the 
total cost estimated at $1,588,000, 
which is appropriated from the gen- 
eral funds, is reduced to $320,000, 
little more than a fifth, and the pro- 
portion which is appropriated from 
the special funds, is increased to 
$1,268,000, nearly four-fifths. The 
appropriation from the general 
funds for the current year even as 
reduced is by way of precaution, 
and indications are that the receipts 
from payments by the parties into 
the special funds, will cover the total 
cost for salaries and expenses 
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Credit Survey Shows Collections Slower, 


Failures Up, Inventory Situation Improved 


but they are less severe—ex- 
cept in textiles — than they 
were some months ago. Fail- 
ures increased and collections were 
slower in the first nine months of 
this year compared with the same 
nine-month period in 1947. These 
are among the opinions garnered 
from a “How’s Business?” survey 
simultaneously conducted among the 
members of the New York Credit 
Men’s Association, the Chicago As- 
sociation of Credit Men and the Los 
Angeles Credit Managers’ Associa- 
tion. Responses to the survey ques- 
tionnaire were received from ap- 
proximately 20% of the combined 
total membership of 6,400 execu- 
tives in these three organizations. 
With the clear-cut exception of 
the textile industry—which repre- 
sented 25% of the responses received 
in New York—the majority of the 
credit and financial executives re- 
sponding to the questionnaire con- 
sidered that their customers’ inven- 
tories were either normal or even 
low. Statistically, 42% of these 
executives considered inventories to 
be normal, 17% thought them to be 
low while 41% said they were top- 
heavy. Combining the “normal” and 
the “low” inventories percentages 
show that 59% of all the executives 
responding considered inventories 
either normal or low, compared with 
the remaining 41% who still viewed 
inventories as being top-heavy. 


= Inventory headaches continue, 
b 


Failures to Continue to Rise 


Insofar as failures were concerned, 
54% of the executives noted that 
there had been an upward trend 
during the first nine months of 1948 
over the similar period in 1947—a 
not-too-impressive majority over 
the 46% who considered that fail- 
ures had not increased during the 
period. Among the reasons sug- 
gested by these executives, poor 
management led the field, with 39% 
holding it responsible for increased 
business flops, inventory difficulties 
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came second with 20 per cent, while 
lack of capital followed with 11%. 
Continuation of the upward climb 
of the business failures index was 
forecast by 65% of those responding 
to the “How’s Business?” question- 
naire, with only 6% optimistically 
hoping for fewer failures and 29% 
expecting no appreciable change. Of 
those who saw more trouble ahead, 
90% expected it in 1949, with their 
guesses running from the first quar- 
ter through to the end of the year. 


Mild Business Recession. Seen 


There was general agreement— 
60%—that a mild business recession 
is in the offing for next year, but 
only 6% were pessimistic enough to 
worry about a depression. A mild 
upswing in business was looked for 
by 12% of the respondents, a sharp 
upturn by less than 2%, while 20% 
saw no appreciable change. 

Those who anticipated a mild re- 
cession attributed it to high prices 
and business uncertainty, while 
those who looked for an upturn 
pinned their expectations to the 
rearmament program, the Marshall 
Plan and the continued activity of 
the building industry. 

Slower collections were reported 
by 60% of the executives, compared 
to 10% who thought collections had 
improved during the nine-month 
period, and 30% who saw no appre- 
ciable change. 

Are customers resisting prices? 
The largest percentage of agreement 
found on any of the questions asked 
in the “How’s Business?” survey 
was that price resistance still exists. 
A high of 77% of the executives 
confirmed this resistance. 

But while price resistance con- 
tinues as a threat to business only 
29% of the respondents noted can- 
cellations on future orders, while 
18% stated that orders were larger 
than in the 1947 nine-month period 
and 45% still had unfilled backlogs. 

In the over-all picture, food led 
the industries represented by the 


combined responses with 16% of the 
total replies. Electrical appliances 
were second with 12%, closely fol- 
lowed by textiles with 11% of the 
replies. 


Breakdowns by Cities 


Turning now to the individual 
percentages, 56% of the New York 
respondents noted. increased busi- 
ness failures in the nine-month pe- 
riod of this year over the similar 
period last year. This compares with 
60% in Los Angeles and 47% in 
Chicago, the latter being the only 
one of the three cities to turn in a 
minority opinion—53% of its re- 
spondents thought failures had not 
increased. Poor management was 
held responsible by 44% of the New 
York participants in the survey, 
compared with 39% in Chicago and 
36% in Los Angeles. Inventory 
troubles were blamed by 25% of the 
New York respondents, by 23% of 
those in Chicago and only 12% of 
those in Los Angeles. 


Textile Influence Strong 


The textile element loomed large 
in the New York picture, with 60% 
of the textile executives noting in- 
creased failures and 70% anticipat- 
ing the continuation of this trend. 
Poor managament, rather than ex- 
cessive inventories, was blamed by 
the textile participants, with 47% 
assessing poor management com- 
pared to 35% who blamed inven- 
tories. 

More than half of these textile 
executives foresaw a mild business 
recession, giving first place to buyer 
resistance among the reasons stated 
for this view. Slower collections 
were reported by 72% of these New 
York textile respondents. An im- 
pressive 90% of them reported cus- 
tomer resistance to prices, 40% 
noted cancellations of orders though 
at least 50% indicated unfilled back- 
logs were still on the books. 

On the inventory situation, 61% 
of the. textile executives. considered 


CREDIT AND FINANCIAL MANAGEMENT, November, 1948 





juventories to be top-heavy—com- 
pared with the over-all average of 
only 41%—while 29% thought in- 
yentories normal and the remaining 
\0% viewed them as low. 

More failures in the future were 
noted by 74% of all New York re- 
spondents, compared with 60% of 
the Chicago and the Los Angeles 
executives, 22% of the New York 
executives hoped for no appreciable 
change, as did 36% of the Los An- 
geles and 30% of the Chicago re- 
spondents. Of those who looked for 
increased failures, 82% in New 
York named 1949 as did all of the 
Los Angeles and 89% of the Chi- 
cago executives, 

Less than half of the Chicago 
executives who took part in the 
questionnaire anticipated a mild bus- 
iness recession, compared with 66% 
in New York and 51% in Los An- 
geles. A depression was anticipated 
by 4% of the New York, 6% of the 
Los Angeles and 8% of the Chicago 
executives. A mild upswing was 
seen by 10% of the New York exec- 
utives, compared with 14% in Los 
Angeles and 12% in Chicago. No 
noticeable change was expected by 
19% of the New York, 30% of the 
Chicago and 16% of the Los An- 
geles executives. 


Collection Pattern 


On the subject of collections, Chi- 
cago again turned in a minority re- 
port when only 49% of the Windy 
City executives noted slower collec- 
tions, compared with 71% of the 
New York and 59% of the Los An- 
geles replies. Improvement in col- 
lections was reported by 16% in 
Chicago, 10% in Los Angeles and 
5% in New York. Meanwhile, no 
change in the collection pattern was 
anticipated by 35% in Chicago, 
31% in Los Angeles and 24% in 
New York. 

New York opinion led the price 
resistance field, with 85% of the re- 
turns noting customer resistance, 
compared with 78% in Chicago and 
68% in Los Angeles. Cancellations 
were noted by 36% of the Chicago, 
30% of the New York and 20% 
of the Los Angeles replies. 

Larger orders than a year ago 
were reported by 27% of the Chi- 
cago executives, compared with 
16% in New York and 11% in Los 
Angeles. A high of 60% of the Chi- 
cago executives noted unfilled back- 


logs, followed by 49% in New York 
and 25% in Los Angeles. 

Making due allowance for the 
prominence of the textile industry in 
the New York returns, there re- 
mained substantial agreement among 
the executives in the three centers 
on the subject of inventories, with 
41% of the New York executives, 
40% of the Los Angeles and 46% 
of the Chicago executives viewing 
inventories as normal, compared 
with 15% in New York, 19% in 
Los Angeles and 16% in Chicago 
who considered inventories to be low 
and 44% in New York, 38% in Chi- 
cago and 27% in Los Angeles who 
saw inventories as being top-heavy. 

As noted, 25% of the responses 
received in New York were in the 
textile fields, compared with 7% in 
Los Angeles and 2% in Chicago. 
In food, Los Angeles had the largest 
percentage representation with 34%, 
followed by 10% in New York and 
5% in Chicago. Electrical appliances 
were most heavily represented in the 
Chicago returns with 20% of the 
total replies, compared with 11% in 
Los Angeles and 5% in the New 
York responses. 


ORegon 9-0900 
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No Change In 
Adininistration 
Payroll Picture 


The latest monthly report on 
federal personnel published by 
» 


the Point Committee on Re- 

duction of Nonessential Fed- 
eral Expenditures reveals that the 
government’s civilian payroll is now 
running at a rate of more than a 
half-billion dollars a month, and that 
the steady increase in personnel since 
January is continuing. 

Signed statements by the 59 re- 
porting agencies in the Executive 
Branch compiled by the Committee 
certified that their personnel in Au- 
gust numbered 2,120,583. This was 
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a net increase of 13,322 over the 
number of employees in July. The 
increase averaged 429 a day for the 
month. 

The August additions brought the 
total increase in eight months since 
December 31 to 125,178 which is the 
equivalent to an average daily in- 
crease of 513 for the calendar year 
to date. 

The net personnel increase in ci- 
vilian agencies — exclusive of the 
Military Establishment — totaled 
5,726, and in the Military Establish- 
ment, including the Office of the 
Secretary of Defense, the net in- 
crease in civilian personnel was 
7,596. Total August employment in 
the civilian agencies totaled 1,235,- 
337, and in the Military Establish- 
ment civilian personnel totaled 
885,246. 

Actual pay reports which neces- 
sarily lag a month behind the cer- 
tification of personnel reveal in the 
current report that civilian personal 
service in July cost the government 
$516,417,000, an increase of $22,- 
418,000 over June. 

This increase was accounted for 
by both an increase in personnel, and 
the recent federal pay increases 
which became effective about July 1. 
These increases were not applicable 
in all categories of federal personnel, 
but on an overall average (based on 
a head count of all types of federal 
employees) federal pay in July 
amounted to $245 for the month. 
This figure represents approxi- 
mately a $10 increase over the av- 
erage for June. 

If the July average holds for 
August, the payroll for that month 
will total upwards of $520 million. 
On the basis of present indications 
the federal payroll for the current 
fiscal year will exceed $6 billion. 

Major civilian personnel increases 
in August were reported by Eco- 
nomic Cooperation Administration 
with 773, Selective Service System 
with 2,736, Veterans’ Administra- 
tion with 2,704, Army with 1,964, 
Air Force with 1,077, Navy with 
4,531, and Post Office Department 
with 5,186 (which was less than 
half of the increase reported by the 
department for July when its addi- 
tions totaled 10,419.) 

Major reductions in civilian per- 
sonnel were reported by Agriculture 
Department with 1,910, Interior De- 
partment with 1,300 and War As- 
sets Administration with 1,816. 
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First Steps in Bankruptcy 
Some of the Rights and Functions of a Creditor 


a century ago had the follow- 

ing lines immortally preserved 

in Bartlett’s Familiar Quota- 
tions : 


Oh, the debtor is but a shamefaced 
dog 
With the creditor’s name on his 
collar; 
While I am king and you are queen 
For we owe no man a dollar. 
—Charles P. Shiras 


Creditors generally are apt to 
have to deal with more bankrupt 
debtors in the coming months and 
years than has been the case in the 
last fifteen years. The statement 
was made at the recent convention 
of the Commercial Law League at 
Cleveland, Ohio, that the increase in 
bankruptcy cases in the United 
States in ten months showed an in- 
crease of almost 300 per cent over 
the past year. Dean William G. 
Sutcliffe of the College of Business 
Administration of Boston Universi- 
ty, in a recent address to the New 
England Painters and Decorators 
Convention at Poland Spring, 
Maine, commenting on the increase 
in failures, pointed out that a three- 
year period of prosperity following 
war violates all historical tradition, 
and that we must be headed for a 
sharp adjustment very soon. 

Whether bankruptcy cases _be- 
come prolific or not, every credit 
executive must ordinarily, at some 
time, be compelled to ponder over 
good or bad judgment in granting 
credit to a debtor who has wound up 
in bankruptcy proceedings, and over 
the treatment which ought to be ac- 
corded to a debtor who has had the 
temerity to go into bankruptcy after 
having his credit approved by the 
said credit executive. This article 
deals with the powers and functions 


“ A young writer of verses about 
. 
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by CARL B. EVERBERG 


Attorney-at-Law 
Boston 


of the creditor in any case where his 
customer has had the fortuity to go 
into bankruptcy. 


Sanctuaries for Honest Debtors 


The present American bankrupt- 
cy courts are sanctuaries to debtors 
—places of refuge—to the honest 
debtor. They were not always so; 
the original purpose of the bank- 
ruptcy laws, like those of early Eng- 
lish times, was to stigmatize every 
bankrupt—to brand him—as long as 
he lived. The early bankruptcy 
legislation was founded on the prem- 
ise that the bankrupt was dishonest 
The main thought was all for the 
creditor; there were no social fac- 
tors involved. It has only been in 
the last half century that the framers 
of bankruptcy legislation have rec- 
ognized two classes of debtors—the 
honest but unfortunate ones on the 
one hand, and the dishonest ones on 
the other. 

It may be of some interest to note 
that the earliest bankruptcy laws 
known to man, so far as recorded 
history is concerned, were those 
promulgated under Moses (about 
1500 B. C.). After arriving in the 
land of Canaan the Israelites were 
established on a “free enterprise” 
basis, there being opportunity to ac- 
quire possessions, wealth and pros- 
perity. But in such an economic 
state of society, while there are some 
members who amass wealth, others, 
at least temporarily, lose it, go into 
debt and struggle under the burden 
of debt until relief comes in some 


form. Bankruptcy is, logically, a 
concomitant of a “free enterprise” 
system. In early Israel, debtors who 
became involved in debt, might even 
go into servitude to their creditors, 
after being obliged to sell their prop- 
erty. 

But there was a softening effect 
to such harshness—the Mosaic law 
of the Jubilee, which was in effect, a 
bankruptcy law. Every fiftieth year 
was to be a Jubilee year in which 
lost homesteads were restored and 
families were reunited. If property 
had been sold for a debt, it was to be 
considered merely as a grant of such 
property until the Jubilee, the price 
depending on how far or how near 
the Jubilee was. In the Bible ac- 
count the underlying purpose was 
stated: “Ye shall not oppress one an- 
other.” (Lev. 25). And this prin- 
ciple underlies a democratic society. 
It underlies the structure of the 
Bankruptcy Act under which we 
function. 


Evolution of the Law 


It took considerable trial and er- 
ror to arrive where we have in the 
administration of insolvent estates. 
At one time it was not possible for 
a debtor to go into voluntary bank- 
ruptcy. A discharge was obtained 
with extreme difficulty, and there 
were periods when no federal bank- 
ruptcy laws existed, discharges from 
debts being, therefore, impossible 
unless the respective state insolven- 
cy laws permitted it. 

At one time, bankruptcy was 
available only to traders, merchants 
and brokers. A poor farmer and 
manufacturer were not subject to 
the law, and in fact, could be jailed 
under the debtor laws of the various 
states. In 1833 it was estimated 
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Adding Machine 
Capacity 999,999.99 


Only huge volume production to meet great 
popular demand makes it possible to offer this 
famous Burroughs adding machine at so low a 
price. Fast, accurate, dependable, it’s a Burroughs 
through and through . . . precision-built to the 
high standards that have made Burroughs the 
most-used adding machines in the world. 


Your local Burroughs representative can show 
you why a Burroughs at only $125.00 will out- 
perform and outlast any other adding machine 
in its price field. Give him a call mow, or write 
Burroughs Adding Machine Co., Detroit 32, Mich. 


WHEREVER THERE’S BUSINESS THERE'S Burroughs ¢) 
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that 75,000. persons were sent to 
debtors’ prisons. At times when 
there was no federal bankruptcy law 
the greatest inequality and discrimi- 
nation resulted from the manner in 
which state insolvency laws oper- 
ated. In California, for example, 
there was an insolvency law during 
the lapse of federal bankruptcy leg- 
islation which forbade any payment 
to creditors outside of California un- 
til the claims of California creditors 
were first settled. The English 
bankruptcy laws were characterized 
by extreme harshness on bankrupts. 
For a considerable period no bank- 
rupt was entitled to a discharge; 
some were punished by imprison- 
ment ; and some, even:by death! 


Sar 


ie. 
Powers,of Créditors 


The question of paramount inter- 
est tb supplieng of credit is, what 
powers and fmetions do creditors 
haveiin banknggptey cases under the 
present system? And credit men 
generally -ought to know how their 
their *ititerésts have been provided 
for ynder the Bankruptcy Act, and 
beydnd this they ought also to take 
advantage of their powers when the 
occasion arises to exercise them. 

Every creditor has the right to 
manage his own interest before the 
court. He may appoint an attorney 
or proxy, and most creditors dele- 
gate the matter of handling a claim 
by giving an attorney a power of at- 
torney. In at least one jurisdiction 
(Florida district) it has been held 
that representing creditors in bank- 
ruptcy proceedings is practising law 
and that where the proxy is not an 
attorney at law he may not represent 
more than one creditor (this he may 
do, however, on the ground that any 
person may act through an agent, 
whether attorney at law or not). In 
most jurisdictions, however, this 
view has not been shared, and the 
court in In re Mayflower Hat Co. 
Inc., (N. Y.) 65 Fed. (2) 330, said: 
“The suggestion which has been 
made that it is practising law to rep- 
resent a creditor as attorney in fact 
in a bankruptcy proceeding by fil- 
ing a claim and voting for a trustee 
is too far fetched to require discus- 
sion.” It must be observed that the 
court did not go any further than to 
apply this legitimacy (of a layman 
appointed in a power of attorney to 
represent creditors in bankruptcy 
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proceedings) to merely file a claim 
and voting for a trustee. 

One district, if not more (South- 
ern District of N. Y.) has regulated 
this matter by rules. No person 
other than a creditor, committee of 
creditors, or an attorney at law shall 
be permitted to vote more than one 
claim under a power of attorney, un- 
less an order is first obtained from 
the referee in bankruptcy on a peti- 
tion. Where the voting is by a 
creditors’ committee there must also 
be an affidavit stating at whose in- 
stance the committee was formed, 
and certain other information, 


Solicitation 


This brings up a pertinent ques- 
tion. Is the solicitation of powers 
of attorney prohibited? There is 
nothing in the Act itself which pro- 
hibits solicitation. However, the 
solicitation of claims, on general 
principle, by attorneys at law, is 
generally censured as_ unethical. 


“May | have tomorrow off? My horoscope says it's 
© bad day to undertake any business ventures!” 


(See In re Mayflower Hat Co. Inc. 
above cited.) But, unless the solici- 
tation is done in the interest of the 
bankrupt or of some one other than 
a general creditor to enable him to 
control the election of a trustee, it is 
held in most districts that it is prop- 
er to solicit claims by others than 
attorneys at law. (See again Jn re 
Mayflower Hat Co. Inc.) 

By the rules of the Southern Dis- 
trict Court of New York the matter 
of solicitation of claims is carefully 
scrutinized, and if the referee is sat- 
isfied that the claims have been so- 
licited in the interest of the bankrupt 
or in the interest of other than of 
general creditors the votes will not 
be allowed. The Boston District is 
to the same effect by virtue of Jn re 
Cass & Daley Shoe Co. 11 Fed. (2) 
872 where the District Court held a 


referee should not have disenfran- 


-chised the claims voted by a crec- 


itors’ committee, where it was shown 
that the committee had proceede: 
with the utmost openness, and that 
it had been honestly organized and 
conducted. 


Election of Trustee 


The matter of election of trustee 
is certainly one of “high privilege” 
to a creditor. Indeed it is the only 
matter over which creditors have 
control as a matter of right, in bank- 
ruptcy proceedings. But the vote 
for a trustee in a bankruptcy case is 
not like a town meeting. For a 
creditor to be able to vote he must 
have a proof of debt properly exe- 
cuted and allowed, and the creditor 
or his proxy must, of course, be 
present at the meeting for the pur- 
pose. 

When, therefore, each claim has 
been approved, it is calculated both 
as to amount and as to number. The 
trustee is elected who receives a 
majority both in number and 
amount of claims. However, claims 
of $50 or less are not counted in 
computing the number but they are 
counted in computing the amount. 
Since the court has the power to dis- 
allow claims, and since it must ap- 
prove the appointment (but cannot 
disregard the election of the trustee 
by the creditors where the qualifi- 
cations of the claims and the candi- 
date have been met) this control 
over the election of trustee, as a mat- 
ter of right, is qualified somewhat 
by the measure of ultimate approval 
which the court has over the elec- 
tion. 

Nevertheless, the creditors have 
the right to determine the general 
policy of the administration of a 
bankrupt’s estate and no more effec- 
tive way to do this exists than in 
the proper choice of a trustee. Cred- 
it men ought to exercise their power 
in these matters meticulously. Cred- 
it men cannot always attend these 
meetings in which the election of 
trustee is held, because of other du- 
ties. ‘They frequently furnish a 
power of attorney to someone else, 
but if they are wholly indifferent to 
the choice of trustee, they are throw- 
ing away the substance of their suf- 
frage in these matters. And bank- 
ruptcy elections are like ordinary 


(Continued on Page 37) 
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How Foreign Trade Affects U.S.A. 


Influence of International Transactions on Our Economy 


today’s newspapers and com- 

pare them with those of a dozen 
years ago if you want a revealing 
picture of how closely our daily lives 
are interwoven with the lives of peo- 
ple everywhere. Back in 1937 we 
had domestic problems — sit-down 
strikes, an expansion of the Su- 
preme Court and an array of alpha- 
betical abbreviations like NRA and 
WPA. Ina little more than a decade 
our domestic tap roots have branched 
out into every corner of the world. 
Among the people in this country 
who fail to see the connection be- 
tween domestic economy and inter- 
national trade there are few Amer- 
ican manufacturers. Anyone respon- 
sible for producing and selling goods 
in the United States during the past 
few years has been thoroughly in- 
doctrinated by experience regarding 
the impact of foreign affairs on do- 
mestic business. 

We cannot escape the plagues of 
the world whether they are political 
uplieavals in Romania, Hungary and 
Pgland, inflation in China, tension in 
Korea or revolution in Latin 
America. Sooner or later they force 
their way into our lives. The blight 
which attacks coffee bushes in Brazil 
may have minor effects on our 
breakfast table but it also governs 
the ability of Brazilians to purchase 
products made in the-U. S. A. This 
shortage of credit, in turn, may dis- 
turb the national economy of Brazil 
so that the development of an indus- 
try such,.as mining is hampered. 
This adds echoes to the sound of our 
barrel-scraping for raw materials. 


= Look at the front pages of 
- 


Credit Beyond the Three “C’s” 


I think today’s credit man who is 
constantly dealing with the complex- 
ities of international“and domestic 
economy is in an advantageous posi- 
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By I. F. BAKER 


Vice President and Treasurer 


WESTINGHOUSE ELECTRIC 
INTERNATIONAL COMPANY 


tion to perceive the manner in which 
they integrate. So I will try to look 
at them with his eyes. Back in the 
days of NRA and WPA he awoke 
each morning without fear. His ap- 
proval or disapproval of a loan or 
credit was carefully decided by the 
three C’s of Credit—Character, Ca- 
pacity and Capital — and on this 
basis he evaluated the individual. 
Today risk depends on so many ele- 
merits outside the customer that our 
credit man has become a combina- 
tion economist, analyst and - fore- 
caster who is an expert at keeping 
his fingers crossed and whose favo- 
rite nightmare is putting a seal of 
approval on a customer just before 
he disappears behind the Iron Cur- 
tain of politics or the velvet curtain 
of economic failure. 

While we are on the subject we 
might just as well discard the term 
“credit man.” That became past 
history when all of us became citi- 
zens of the world community. Our 
erstwhile credit man is an economic 


Mr. Baker is a recognized au- 
thority on international trade. 
As the financial officer of one of 
the nation’s largest traders abroad 
and through personal observa- 
tions in South America and in 
Europe, his opinions on this sub- 
ject are considered authoritative. 
Herewith is presented a part of 
Mr. Baker’s address before the 
joint meeting on October 9 be- 
tween the Foreign Credit Inter- 
change Bureau, N.A.C.M., and 
the New York Credit Men’s 
Association. 


analyst. He needs to know not only 
the trend of events but also some- 
thing about the forces which gen- 
erate these changes. He is more of a 
philosopher than a tradesman since 
he is dealing with the greatest physi- 
cal force in the world — including 
atomic energy—the force of people 
repairing, readjusting and -revolting. 
He is dealing with optimism and 
pessimism — the desire of his sales 
departments for more business and 
the frowns of forecasters who see 
trouble ahead in the terms he ac- 
cepts. Sound information is often at 
his disposal, but at times he is a 
metaphysician, dealing with un- 
known and perhaps non-existent 
factors. He juggles all sorts of com- 
plex situations trying to take a trial 
balance of his risk and he is con- 
stantly pursued by the frightening 
knowledge that he must make a de- 
cision on the basis of elements which 
may be out of this world before the 
goods are shipped out of the country. 


Factors in International Trade 


It is impossible for our economic 
analyst to use the general economic 
condition of a country as a credit 
barometer. During a recent trip to 
Latin America I observed how trad- 
ing conditions may differ even 
within a country. In Brazil, for ex- 
ample, dollar exchange was plentiful 
in the Bahia district because ship- 
ments of coca had been good. Ex- 
change in southern Brazil, however, 
was scarce. Non-essential goods 
could be shipped to northern Brazil 
with a good chance of collection on 
sight drafts but payment for even 
class #¢1 essential goods in southern 


Brazil was unduly delayed. 


The. connection between interna- 
tional trade and the domestic econ- 
omy is clear to most American busi- 
nessmen but to Mr. Average it is 


CREDIT AND FINANCIAL MANAGEMENT, November, 1948 





zit 
on 
en 
rm 


la- 


still obscure, lightened only occa- 
sionally by flashes of understanding 
where his own interests are directly 
affected. He is always keen for the 
good business and the full employ- 
ment which exports bring to him. 
Nevertheless, he deplores shortages 
which arise from inability of his sup- 
pliers to serve both domestic and 
foreign markets. Even though we 
have more-trewspapers, more maga- 
zines, more theatres and more radio 
stations than the rest of mankind 
combined, the idea that ability to 
buy a comfortable home, good 
clothes and ample food is connected 
in any way with international trade 
is still pure idealism to many people 
even though it is a commercial 
reality to the businessman. Ob- 
viously, there is need for more in- 
formation in a country where 10 
percent of the people never heard of 
the United Nations and 67 percent 
do not understand what is meant by 
Reciprocal Trade Agreements. 


Humbug is a menace to thi§ nation | 


when only 61 percent ever heard or 
read about the Marshall Plan and 
only 25 percent could state its pur- 
pose. Just about the time a survey 
revealed these figures, another poll 
showed 93 percent of our fellow 
citizens to be concerned over the 
momentous issue of long skirts ver- 
sus short skirts. 


Must Know World Conditions 


Everywhere in the world there is 
such manipulation of exchange and 
regulations that the economic ana- 
lyst sometimes thinks back to the 
good old days of the 30’s when 
terms were just as extreme as prices. 
Then his duties and rseponsibilities 
were limited to his company, Today, 
however, his responsibility extends 
to his country and to other coun- 
tries. He must see that adequate, 
rather than weak terms are ar- 
ranged for his client. Soft terms are 
not only dangerous from the view- 
point of repayment but they also 
give false assurance to a client and 
his government, with the result that 
import licenses are issued in great 
quantity. The idea of subtracting 
the sums called for in existing li- 
censes from the known supply of 
dollars is very unpopular. It appar- 
ently is much easier to add last 
year’s total exports to present sup- 
ply and issue permits up to that 
point. 
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Floods, climatic disturbances 


New government restrictions 


Inventions that render products obsolete 
Shifts in public taste 


Unexpected glut of foreign goods 


In addition to paying you in the event 
of customer failure, your American 
Credit policy also enables you to get 
cash for long past due accounts. You 
can insure one, a selected group, or all 
of your accounts. 


Your insurance coverage is not com- 
plete unless your receivables are insured. 
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American Credit office in your city, 
or write American Credit Indemnity 
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Baltimore 2, Maryland. 
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The traveler in Europe these days 
witnesses a drama of paradoxes. In 
most countries there is ample evi- 
dence of a recovery from the worst 
of post-war conditions but there is 
much less evidence of recovery in 
the people themselves. Everyone, it 
seems, senses the existence of forces 
beyond his comprehension. Political 
circumstances — the division be- 
tween East and West for one thing 
—has enervated initiative. Then 
again, daily living is hopelessly in- 
terwoven with an evolution in eco- 
nomics which seems to place more 
emphasis on the means to be used— 
Socialism, Communism, Conserva- 
tism—than on the job to be done. 

It is obvious that the people of 
Europe are eating more, are better 
clothed and housed and are receiv- 
ing a greater share of consumer 
goods than in 1947. The basic 
sources of energy — coal, electric 
power and petroleum—have risen to 
an extent permitting the output of 
steel to increase by 25 percent over 
last year. But the rise in production 
has not been equaled by an improve- 
ment in trade conditions. Within the 
Western part of Europe, goods and 
materials are not moving freely nor 
always finding the most useful mar- 
kets; while between the East of Eu- 
rope and the West, trade has not 
recovered. Last year shipments 
from the West to European coun- 
tries (excluding Russia) were 55 
percent below the 1938 level; ship- 
ments from the East were 67 per- 
cent lower. 


The Job Faced by E. R. P. 


Not even the most ardent propo- 
nents of the European Recovery 
Program expect this agency to cure 
this illness. Easing of the strain be- 
tween the two regions of Europe 
would give E. R. P. more elbow 
room in carrying out its commit- 
ments, but like the people it is trying 
to help, E. R. P. is powerless to act 
in its own behalf. Fear and uncer- 
tainty have prevented economists 
from working out a realistic plan for 
the recovery of trade. Until there is 
a greater exchange of goods and 
services, however, the rise in pro- 
duction may end in surpluses with 
consequent unemployment and polit- 
ical uncertainty. 

The problem of European recov- 
ery is embodied in a conflict between 
old values and new concepts, and 
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each country seems inclined to han- 
dle its own problems pretty much 
in its own way, although the new 
concepts are having a long inning 
with plenty of scores. 

In England there is feverish re- 
construction activity but the most 
dramatic postwar events concern 
exports, which reached the highest 
level in history during the month of 
July. Some of the edge was taken 
off this accomplishment by the news 
that imports also reached a record 
level, but nevertheless a substantial 
gain was made in closing the gap 
between the two. 


Socialized Industry Loses 


One of the highest hurdles the 
British are. asked to“surmount is a 
mental one. This involves the sharp 
difference of opinion on the subject 
of nationalization of industry which 
extends even into the Cabinet. When 
the man-on-the-street tries to evalu- 
ate the advantages of nationalization 
against some of its obvious disad- 
vantages, he is inclined to ask: “Is 
the Government simply trying to help 
the working class, or is it thinking in 
terms of the entire country?” If he 
is led to believe that the latter is true, 
it is at least confusing for him to ob- 
serve “featherbedding” being used 
as the instrument for an improve- 
ment in his standard of living. One 
of the “disadvantages” of nationali- 
zation is exemplified in the case of 
automatic knitting machines being 
installed in union textile mills. With 
British economists calling moderni- 
zation of industry the shortest road 
to survival, such installations obvi- 
ously implement the export program 
on which Britain’s destiny is hinged. 
British industry was flagged down, 
however, when the unions insisted 
that the former crew of two men con- 
tinue to be used on each machine. 

The Socialist Government of 
France has progressed just about as 
far as Britain in its nationalization 
program. Results, too, are parallel 
in that Government-owned utilities 
are losing money. The nationalized 
automobile firm of Renault, for ex- 
ample, is not operating with the same 
success as similar companies outside 
the fold of government. For some 
time, France has been a land of emer- 
gency economic measures which have 
filed nerves raw. 

French governments born in the 
midst of heat waves, share the spot- 


light with rallies in the free market 
price of gold which fluctuates severe- 
ly upon announcement of the names 
of new ministers. Without a cushion 
of accomplishment to absorb the ups 
and downs of daily events, it is only 
natural for the French people to lac< 
confidence. This feeling is personi- 
fied in their attitude toward the 
franc, forcibly expressed in a marked 
preference for hoarding their money 
in foreign currencies, in books, all 
kinds of curios and durable goods. 
According to their standards of se- 
curity, even the purchase of building 
bricks is more desirable than the ac- 
quisition of francs. Neither E.R.P. 
nor sentimentality is going to renew 
the faith of the French people. It 
will require strong leadership as well 
as vigor and vision. Indeed there 
are marked indications in France, 
such as its action in convoking an 
international constituent assembly to 
draft a constitution for a West- 
European Federation, that such lead- 
ership is taking hold. Further evi- 
dence is a trend toward the “right,” 
discernible in a lessening of further 
nationalization. The next few 
months may bring about growing 
favor for a more orthodox economy 
with improved distribution similar 
to that which made Belgium so pros- 
perous. 


It is difficult to decide whether the 
German has more resentment for the 
interference of his American well- 
wishers or for the suspicion and mis- 
trust which he associates with the 
British and the French. The Ger- 
man has the discouraging job of 
cleaning up debris and witnessing 
a daily Battle for Berlin. He is un- 
derstandably dismayed. People in 
the United States see a great chasm 
separating bluster and actual con- 
flict but the German has been in the 
shadow of bombers and fighters for 
years. He knows how quickly light- 
ning strikes. He follows every trick 
of propaganda, every power move, 
every stalemate with avid interest 
and sees the match very close to the 
tinder box. The Berlin crisis has 
the widening scope of a stone thrown 
into the already troubled waters of 
his daily existence. 


Austria’s Dilemma 


The situation is somewhat better 
in Austria, although confusion is in- 
dicated by a currently popular riddle 
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which poses the question: “What is 
the difference between Austria and a 
bathroom?” A bathroom, of course, 
is either free or occupied. Austria 
is both. Although Austria has its 
wn government, Russia controls the 
East while France, Britain and Am- 
erica divide up the remainder. 
Russia claims two-thirds of all the 
oil for 50 years and already uses 30 
percent of the power production— 
without benefit of remuneration. 
Moreover, when the communist-op- 
erated industries in Eastern Austria 
failed to show a profit, Austria re- 
ceived a bill for the deficit. Confu- 
sion also exists regarding ownership 
of property. Russia claims all forms 
of German property in its zone, even 
though much of this was obtained 
under duress from frightened owners 
for a few marks. 


Italy, under the cooperative man- 
agement of Premier Gasperi, appears 
to be working very diligently and 
effectively. During the early part 
of the year, lack of work forced 
many firms to operate with ten to 
twenty percent more personnel than 
necessary but recent reports show 
that economic activity is returning 
to the high levels of 1947. Since the 
war, Italy has faced her enormous 
problems with courage and enter- 
prise and all indications are for in- 
creased production and increased 
exports. 


Summing up these observations, it 
seems that one way of helping Euro- 
pean countries is to demonstrate the 
necessity for cooperation. At the 
present time a Belgium business 
man crossing the border into France 
with his small automobile is com- 
pelled to pay a tax on the gasoline 
in his tank. Upon returning to Bel- 
gium he pays another duty on the 
remaining gasoline, although he 
bought no gasoline in France. Also 
there are myriad restrictions which 
add to the already considerable diffi- 
culty in the transfer of currencies. 
Belgium no longer sells copper to 
France but ships it to India because 
France is getting copper from the 
United States under E.R.P. Like- 
wise, France needs steel but cannot 
get it from Belgium without hard 
money. So Belgium sells steel to the 
United States which in turn sup- 
plies its own steel to France. If we 
are to educate European countries 
on the value of inter-trading, we 


(Continued on Page 39) 
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CAN indispensable part 
of our free enterprise system, insurance 
has helped build industrial America 
by protecting both business concerns and 


individuals from financial loss, 


U.S.F.& G. 


UNITED STATES FIDELITY & GUARANTY CO. 
BALTIMORE 3, MD. 


FIDELITY & GUARANTY INSURANCE CORP. 
BALTIMORE 3, MD. 


FIDELITY INSURANCE CO. OF CANADA 
TORONTO 


Consult your insurance agent or broker 
as you weuld your doctor or lawyer. 














Credits in Hawaii 


Secretary of Island Association Tells of Conditions 


apana to the Na Pali Cliffs of 

Kauai, credits and collections 

in Hawaii have developed rap- 
idly through the years to become 
a matter of great concern to many 
mainland business men and credit 
granters. I want to tell you some- 
thing about them, to perhaps create 
for you a mental image which’ will 
replace those “paper dealings only” 
which you have known in the past, 
for few of you can afford to make 
the trip to our Island Paradise to 
study at first hand existing condi- 
tions. 

First, a brief word picture to set 
the scene. The principal Islands of 
the Hawaiian Chain are located ap- 
proximately 2,000 miles to the south 
and west of San Francisco, with 
steamers and planes arriving and 
departing daily in such numbers as 
to make Hawaii truly the “Cross- 
roads of the Pacific’—the commer- 
cial and transportation hub of the 
Pacific. The Islands today comprise 
a community of some 526,000 peo- 
ple, about 360,000 of whom live on 
the Island of Oahu where Honolulu 
is situated. By racial antecedents, 
about 2 percent of the population 1s 
Hawaiian, 12.6 percent Part-Ha- 
waiian, 1.8 percent Puerto Rican, 
33 percent Caucasian, 5.7 percent 
Chinese, 33 percent Japanese, 1.3 
percent Korean, 10 percent Filipino 
and 2 percent All Others. About 
81 percent are American Citizens. 


= From the Black Sands of Kal- 
he 


Economy Based on Agriculture 


Economically speaking, the num- 
ber one business is sugar cane pro- 
duction; second, pineapple cultiva- 
tion, and ranking third, tourists. 
Another great factor in the economy 
of the Islands is the Armed Forces. 
Their military value is readily recog- 
nized but few go beyond that point 
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By ALVIN A. SMITH 
Secretary 
HONOLULU ASSOCIATION OF CREDIT 
MEN 


Honolulu, T. H. 


to realize the millions of dollars 
annually brought into the Territory 
from that source. An understanding 
of the racial makeup and economic 
dependence coupled with geographic 
locale is mandatory for understand- 
ing the “49th State Across the Sea.” 

Not too many decades ago, and 
before the Kingdom of Hawaii be- 
came a part of the United States, the 
population consisted primarily of 
Hawaiians with a sprinkling of 
Americans and Europeans from 
over the world seeking their for- 
tunes in foreign lands. Naturally, 
and in keeping with the best of 
South Seas traditions, trading was 
originally with the inhabitants of the 
Islands, their main pursuit being 
agriculture. 

As the agriculture of the Islands 
developed, it became necessary to 
import laborers for plantation work. 
Large numbers of orientals were 
brought in who consisted primarily 
of a laboring class. Soon they were 
followed by business men from their 
home countries who saw new fields 
of endeavor opening up. As time 
went on, a few of the laborers ad- 
vanced to the point where they, too, 
desired to become business men. 
The number of orientals came to ex- 
ceed that of the whites and it was 
necessary to deal heavily in oriental 
merchandise as well as American. 
A direct consequence of the re- 
sultant mixture of oriental and occi- 
dental methods of doing business 
was a situation peculiar to the 
Islands and unknown to the main- 
land business man. 


I think it well that we stop a 
moment to define the word oriental 
as used in this discussion to prevent 
confusion between my thinking and 
yours. As used here, “oriental” 
means racial habits and customs 
rather than a specific reference to 
the oriental race. 


Orientals as Competitors 


With the influx of new merchants 
to the Islands, old established whole- 
salers found it necessary to cast 
about for new ways to maintain their 
volume of business and to obtain 
new retail outlets for adaptation to 
the changed scene. In doing so, and 
as a result of there being little money 
among the laborers eligible to start 
a retail store, it was necessary for 
the wholesaler to furnish capital 
credit. In those days, labor was 
cheap and a large margin of profit 
was enjoyed, thus enabling a whole- 
saler to easily furnish capital credit. 
Competition was keen; the enforce- 
ment of credit terms was lax. Re- 
member also it was an agricultural 
economy, the wholesaler had fur- 
nished capital credit and he was in 
a position to control his debtor hand 
and foot. Unfortunately, in looking 
about for likely prospects in the es- 
tablishment of new outlets, the 
wholesaler often placed more accent 
on popularity of the candidate 
among his race rather than upon 
business acumen. As long as a rea- 
sonable amount of progress was evi- 
dent, he was undisturbed. For an 
individual, where he worked was 
often the deciding factor as to 
whether or not an open account was 
granted. The Islands were served 
by steamers, connections of which 
were irregular and infrequent. It 
was a small community and a man’s 
private and business affairs were 
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pretty well known in the best small- 
town fashion. 

The oriental was found to have 
little regard for stipulated terms and 
little knowledge of bookkeeping, 
making it practically impossible - to 
obtain a balance sheet of profit and 
loss account. This, too, added to 
the laxity of credit enforcement. 
When such information was found 
available, in many cases the books 
were not kept in the English lan- 
guage. The oriental business man 
often did, and still does, operate 
largely with loans from friends and 
from his family. Information on 
these has always been difficult to 
obtain, and frequently are a substan- 
tial liability. Consequently, more 
often than not, it was necessary to 
depend upon use of the “eye-ball” 
method and making the right guess. 

Who, then, could be blamed for 
thinking of Hawaii in terms of “easy 
credit.” 


Effect of Fast Transportation 


The business men of oriental ex- 
traction today are American-born 
citizens, but have largely grown up 
under the influence of their parents. 
As the years went by, Hawaii’s geo- 
graphical isolation rapidly declined 
through the coming of the modern, 
fast steamer and the advent and 
development of the airplane. Main- 
land wholesalers now sell to Ha- 
waii on the same terms used conti- 
nentally. As her field of operation 
became less limited and the popula- 
tion inccreased, labor and other pro- 
duction costs kept step. With cheap 
labor gone, the large margin of profit 
and over-capitalization therefrom 
disappeared. Credits and collections 
had to be tightened. 

On June 1, 1930, the Honolulu 
Association of Credit Men com- 
menced operations with some 40 
members. In 1943, membership still 
stood at about 40; however, at May 
31, 1948, membership had increased 
to 201. Still, today, only a few of 
the larger houses built upon oriental 
lines are members of the organiza- 
tion and trade clearance information 
is not entirely complete. 

World War II intervened, and 
brought to Honolulu an influx of 
a new type of laborer—the war 
worker. Honolulu was now a boom 
town. Conditions were even more 
abnormal in Hawaii's confined 
Spaces than elsewhere in our nation. 





Here’s How to Get 
More Cash Continually 


HILE our national income has 
skyrocketed from 80 to 240 
billion dollars in less than ten years, 
working capital has lagged far behind. 
Many companies, therefore, are in a 
strained cash position . . . especially 
those in an expanding phase. 


If a company required a $50,000 line 
of credit ten years ago, today it may 
need $100,000 or more merely to 
handle the same unit volume. When 
high operating costs and selling prices 
squeeze your operating cash, you 
should find our Commercial Financing 
Plan the answer to your problem. 


Speeds Cash Turnover 


Our plan supplies the funds you need 
to turn out high volume essential to 
profitable operation by liquefying your 
assets and speeding the turnover of 
your capital. It frequently makes 
available double or triple the amount 
obtainable through commercial time 
loans. Money is available without 
delay .. . often subject to your check 
a day or two after you discuss your 
needs with our representative. 


Permits Long-Range Planning 


Once set up, ours is a simple, con- 
tinuing arrangement—and, as selling 


prices go up or volume expands, you 
are automatically in line for an in- 
creased supply of cash from us. You 
are no longer faced with the possibility 
of having your line of credit curtailed 
in a tightening money market. You 
do not spend time handling renewals, 
calls and periodic cleanups of loans. 
You can plan ahead with confidence. 


Low in Cost 


Manufacturers and wholesalers from 
coast to coast have used more than 
ONE BILLION DOLLARS in the 
past five years under our plan . 
evidence that it is sound, advantageous 
and economical. You may find, for 
example, that the cost of using our 
plan is so low you would have to 
secure a rate of 4% per annum, or less, 
on a commercial time loan to keep the 
cost comparable. 


Book Gives More Facts 
These and many other advantages of 
our Commercial Financing Plan are 
covered in greater detail, with case 
histories, charts, graphs and illustra- 
tions, in our book, “‘A Better Way to 
Finance Your Business.’”’ Write the 
nearest Commercial Credit Corpora- 
tion office listed below for your copy. 
There is no obligation. 


COMMERCIAL FINANCING DIVISIONS: Baltimore 2 = New York 17 #® Chicago 6 
Los Angeles 14 = San Francisco 6 ® Portland 5, Ore... and other offices in more than 


300 cities of the United States and Canada. 
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However, shortage of merchandise, 
restricted credit and free and easy 
money so lightened the credit man’s 
burden as to make him nearly ex- 
tinct. At the close of the war, when 
Hawaii suddenly had a chance to 
catch her breath, to live once again 
without blackout and curfew, it 
wasn’t quite like the “old days.” In 
personification, she could be likened 
to the young lad who suddenly 
sprouts from the chubby youngster 
to the tall, gangly youth, without 
quite knowing why, only to suffer 
growing pains later. 

In her years of development prior 
to the war, Hawaii was so free of 
labor organization and aggressive 
unionism that it was a problem 
hardly recognized as worth consid- 
ering in regard to its future poten- 
tialities. There was the sudden and 
shocking impact of war on Decem- 
ber 7, bringing with it and as its 
aftermath, a series of labor disputes, 
work stoppages and whipping of 
racial intolerance not before ex- 


perienced and dealing industry a 
stunning blow. Literally there ex- 
isted no protection, redress or rem- 
edy in the law. Hawaii, then, was 
the most fertile field existing for 
introduction of highly organized 


labor. 


Long Strikes Affect Islands 


The war was hardly over, the Ter- 
ritory groggy from the trmendous 
economic upheaval wrought by the 
war when the Sugar Strike of 1946 
commenced ; and, later, running con- 
currently, the Pacific Maritime 
Strike. Strife in the Pineapple In- 
dustry was imminent, the rumblings 
blossoming into full strike early in 
1947. The import of these strikes 
can hardly be overlooked by even 
the most casual observer: Hawaii’s 
food supply and most of her necessi- 
ties cut off by a shipping strike; 
her basic industries at a standstill 
during one of the most criitical times 
of her varied history. 

The shipping strike had a telling 
effect on all commercial life in the 
countries of the Pacific. It left 
Island industry crippled and in some 
fields, choked down altogether. 

The effects of the sugar strike are 
still being felt today. From the 
cessation of work nearly two years 
ago, cane which would have ma- 
tured early in 1948 was in the 
ground at the time of the strike and 
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was lost because it lacked irrigation 
and cultivation. Our inability to 
produce fully because of this, has 
recently resulted in a reduction in 
tonnage of the sugar quota allotted 
to Hawaii for shipment to the main- 
land. Stemming from the great loss- 
es sugar plantations suffered from 
increased wage costs, work stop- 
pages, labor and. equipment short- 
ages and prolonged drouth. The re- 
sult was the liquidation of several 
of the Territory’s oldest sugar plan- 
tations. Attempts are now being 
made by land development compa- 
nies to turn these broken plantations 
into sub-divisions of beach lots, farm 
lots, subsistence farms, dairy and 
grazing areas. 

The Pineapple Strike was called 
during the harvest season of 1947, 
and at a time when the Hawaiian 
Pineapple Industry was facing the 
stiffest competition of its history. 
The mainland was well supplied 
with fresh fruits and canned juices, 
the strike adding materially to the 
threat of loss of world dominance 
through supply. Hawaiian pineap- 
ple farms had won their position in 
the world market through profitable 
operations and turning those profits 
to scientific research and advertis- 
ing to carry the reputation of Ha- 
waiian “pines” worldwide. 

The pineapple industry, feeling 
they are in a vulnerable position and 
doubting the advisability of confin- 
ing their operations to a single, small 
area under cultivation as a result of 
the work stoppage at the height of 
the season, have actively engaged 
in developing new fields. Expora- 
tion of other areas to supplement 
Hawaiian production embraces op- 
erations in the Philippines, Cuba 
and Mexico. 


Millions Lost to Other Areas 


Loss to the Territory monetarily 
has been in uncountable millions of 
dollars ; workers have lost millions in 
wages and much in the way of per- 
quisites. When one considers the 
thousands of men involved, mass 
picketing, tension which was un- 
avoidable, the freedom which these 
strikes had from major physical vio- 
lence is a happy reflection of the 
basic friendship which exists among 
the many races of Hawaii and the 
restraint which was practiced by 
both parties. This generally good 
relationship between management 


and labor was here for decades prio 
to the war. 

Three major and unique feature: 
of labor relations in Hawaii are no‘ 
readily discernible to the outsider. 
One is domination by a single. 
powerful union; secondly, our agri- 
cultural industries (which constitute 
our basic industries) are organized. 
a condition which is unequaled an\ 
where ; and thirdly, our insular char- 
acter brings at once a strength anc 
vulnerability that knows no parai- 
lel with mainland conditions. 

Bright on the horizon of labor- 
management relations and perhaps 
the most significant feature during 
1947, was the trend toward increased 
stability in the process of collective 
bargaining. 


Contractors “Sprout” Rapidly 


Within her environs, Honolulu 
found at the close of the war that she 
had four times as many contractors 
as there were existent prior. A 
Building Material Supply Division 
was formed by the local Association 
offices to assist in controlling this 
situation. 

Established contractors attributed 
this phenomenal increase in the num- 
ber of construction firms to men as- 
sociated in the contracting business 
who had seen their employers make 
money. Men who were foremen, 
superintendents and bookkeepers tor 
contractors quit their jobs and com- 
menced their own businesses. Short- 
age of construction men in the 
Islands during the war resulted in 
many of the carpenters and others 
associated with that line to be highly 
over-rated ; and, in their own minds, 
they had become general contractors. 
A building boom for post-war ex- 
pansion was anticipated and came, 
but even this was not enough to save 
those actually lacking the ability to 
rise above the employe class. 

In 1946, over forty-five percent of 
the bankruptcies in the Islands were 
contractors ; and in 1947, over thirty 
percent. Figures for 1948 are not, 
of course, complete but already make 
up for more than fifty percent of lia- 
bilities, which are nearly $1,000,000. 
Direct evidence of the workability of 
the Building Material Supply Divi- 
sion is one contractor bankruptcy in 
which members of this Division were 
losers in the amount of about $2,000 
while total liabilities were about 
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$90,000. There have been a number 
of such cases, and creditors are scan- 
ning their reports with ever-increas- 
ing care and watchfulness. 

Statistics have shown that it re- 
quires about 1,000 household meters 
to support one electrical appliance 
store. Honolulu today has one store 
to approximately every 250 meters 

. . this after years of having no 
new appliances on the market has 
created another field in which many 
bankruptcies can be anticipated. 
Consequently, an Appliance and 
Furniture Division was formed. 
Since that time, the Association has | 
organized a Food Supply Division, 


Liquor Division, holding regular 
monthly meetings of the trade 
groups for discussion and exchange | 
of information for mutual benefit. 
A realization of the definite lim- | 
ited boundaries of Hawaii pointedly | 
reveals the seriousness of such ex- 
pansion here. 





Wholesalers Really Branch Houses 


In the Islands, wholesalers must 
meet competition on price alone— 
their territory is limited to these 
Islands, and exactly that. Due to 
geographic position, they must oper- 
ate as service wholesalers: giving 
credit, establishing quantity prices, | 
maintaining salesmen, aiding in 
store modernization plans of retail- 
ers and assisting them in store dis- 
play and advertising. Additionally, 
prices are higher due to ocean trans- 
portation costs and the large stock 
which must be carried due to inabil- | 
ity to receive replenishment of stocks 
in a matter of hours or days. In ef- 
fect, the local wholesaler acts as a 
branch house of large mainland prin- 
cipals. Only through better stock 
control, more frequent sailings, and 
shrewd anticipation of trends when 
buying can the local wholesaler hope | 
to bring down his costs for meeting 
price competition today. His retail- 
ers for the first time, are becoming 
Wiser in merchandising and are pri- 
marily interested in securing better 
merchandise at a cheaper price to 
do a better job for the consumer. 

It is easy to conclude from the 
foregoing that the credit man of 
Honolulu has to be thoroughly fa- 
miliar with local conditions and hab- 
its. With such knowledge he does 
reasonably well. His lot has been 
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#12 of a series of informative articles 
on insurance and bonding. 


Have you enough 


Business Interruption Insurance 
to protect next year’s profits? 


You probably carry Business Interruption 
Insurance to provide the profits which you 
would otherwise lose during a shutdown 
due to fire, windstorm, riot or other insur- 
able hazard. Many farsighted managements 
have long protected their earnings this way. 


If disaster should force a shutdown of 
your operations, would your Business In- 
terruption Insurance be sufficient to pay 
continuing costs...and leave enough to 
cover your normal net profit, too? 


Actual losses show that many companies 
do not have enough Business Interruption 
Insurance to cover their potential losses. 
That’s because they’ve neglected to keep 
their policies in line with anticipated 


earnings. 


Now, while planning for the new year, 
is a good time to figure exactly how much 
a shutdown might cost you and how much 
insurance you need to close this loss gap. 
The Hartford’s work sheets make this cal- 
culation easy. Write us for them or call 
your Hartford agent or your broker. 


Writing practically all forms of insurance except personal life insurance ae = 


Hartford 15, Connecticut 


er ee 13 
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Who Gets the Biggest Slice of Pie? 


How Are the Recezpts of Industry Divided? 


on the outlook for business, 

wages and prices, Prof. Sum- 

ner H. Slichter of Harvard 
university raised a question no one 
has been able to answer. The ques- 
tion is: 


- Madison, Wis.—In a talk here 
w 


“Why is the American economic 
and business system—which has left 
all others in the world far behind in 
its promotion of an advancing 
standard of living for those who live 
or associate with it—under the most 
violent attack that any economic 
system ever faced for its survival ?” 


If I can’t answer that question 
here, I can at least give an idea of 
the achievements of our system. I 
might then ask any who would chal- 
lenge it to find results anywhere else 
that measure up to even one-half 
of ours. 

In his analysis Prof. Slichter said 
that the most important kind of 
money to anyone 
in the United 
States is the 
money that goes 
into profits. Be- 
fore another 
seminar here at 
the “Executives’ 
School of Credit 
and Financial 
Management,” I 
had just com- 
pleted working 
out for the group 


subsidiaries. ) 


by ARTHUR R. UPGREN 
Associate Editor, 


MINNEAPOLIS STAR-JOURNAL, 
Minneapolis, Minn. 


they show how much four groups in 
the community get by allowing prof- 
its to the venturing group. 


The groups for which Goodyear 
Tire & Rubber worked and the 
amounts of money each got in 1947 
are indicated in the table below. 

The business of Goodyear and 
other tire makers is to supply us 
with good tires and tubes, and other 
rubber products. That story runs 
about like this: 


In 1913 the rubber tire worker 
got about 44 cents an hour. Tires 
cost about $36 apiece, $144 for a set 
of four. They were good for about 
3,500 miles—with luck. Cost to a 
workingman of his tires for a 100- 


The Goodyear Record 


Wages earned by 73,180 employes 


(In this year, 3,413 more jobs were provided. The pay of these employes and 
pay raises for all other employes in 1947 were $32,609,238.) 


Paid to tax-gatherers of every description at home and abroad 


(Of this total, $40,622,000 was U. S. federal excise taxes on tires and tubes which 
the consumer “bears” but in the collection of which the Goodyear company is an 
efficient agent for the government. Foreign countries got $11,869,263 from Goodyear 


Invested by the company in additional working capital “to carry” the 
accounts of dealers who sell tires and to carry bigger inventories so 
we Can get more tires 


mile trip waS $4.11 or nine hours 
work, then a full day’s work. 

In 1948 the worker gets about 
$1.50 an hour, a good gain. That 
pay is about three times his pay of 
35 years ago. But the tire now costs 
only $15, not $36. That’s a better 
gain. But the big gain comes from 
improved quality. Instead of run- 
ning 3,500 miles, the tire is good for 
35,000 miles! Today the “tire-cost” 
to the working man for his 100-mile 
trip is only 17 cents, not $4.11. It 
takes not nine hours work, but only 
about 10 minutes work for the 
worker to pay for 100 miles of tire 
use. 

For supplying us with such good 
tires, paying synthetic rubber pro- 
ducers at home for 560,000 tons of 
rubber, and paying producers in the 
Far East for 563,000 tons of natural 
rubber, the tire-makers hire “re- 
sources,” the greatest of which is 
labor. 

Goodyear (73,- 
180 workers) 
paid labor $205 
million. Tax col- 
lectors got $90 
million from 
Goodyear for in- 
come and real es- 
tate taxes and for 
taxes levied on 
the tires and 
tubes Goodyear 
made. The com- 
pany took the 


$205,376,853 


$ 90,619,414 


$ 68,482,777 


the financial ac- 
complishments of 
the Goodyear 
Tire & Rubber 
Company for the 
year 1947, These 
results support 
the achievements 
Prof. Slichter 
described and 
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(To do this it borrowed $68,421,000 of 20-year 3 per cent money.) 


New gross construction, financed by $15 million of retained earnings 
Ue I ONES. kk. ck ccc ccc ccccbsccidacces $ 35,381,576 


(Here is the expenditure which serves two extremely important purposes: 
(1) It gives $35 million in business to labor and suppliers of buildings and equipment ; 
and (2) only by providing such new, highly efficient plants can wages of workers be 
so much higher than they “could earn only with their hands.”) 


Owners of the whole enterprise, bondholders, and the owners of pre- 
ferred and common stock, who now have invested capital and past 
earnings amounting to $294,144,232, got a total return in interest and 

$ 13,121,697 


dividends of 
$412,982,317 


risk of borrow- 
ing almost $70 
million to sell its 
trade on “charge 
account” to the 
small business- 
men, and to car- 
ry the extra in- 
ventories needed 
to sell us all still 
more tires. 
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Mr. Upgren, who also is pro- 
fessor of Economics at the 
School of Business Adminis- 
tration, University of Minne- 
sota, was a lecturer before the 
second year group at the 
Executives’ School of Credit 
and Financial Management 
held at the University of Wis- 
consin last August. His sub- 
ject was Financial Manage- 
ment. This article which first 
appeared in Mr. Upgren’s 
column in the Minneapolis 
Star-Journal presents a very 
convincing analysis of the 
theme: Who Gets the Biggest 
Piece of Pie and How Are the 
Receipts of Industry Divided? 


The construction industry got $35 
million to build more plants and to 
keep construction labor employed. 

What did all the owners of Good- 
year get? In comparison, not much. 
Only $13 million, or about three per 
cent of this $413 million economic 
pie that Goodyear “cooked up and 
served” last year. 

Is it any wonder Prof. Slichter 
said these profit dollars are the most 
important dollars in the entire 
economy? Look at the work the 
whole enterprise did for everybody 
in winning only $13 million out of 
$413 million in the best business 
year it and we have ever had. 


Credit Control 
(Continued from Page 12) 





New York Court Rules on When 


Accountant Practices Law 


Division of the Supreme Court 

for the First Department in 

New York City entered on 
September 24, 1948, covers the im- 
portant subject of whether or not an 
accountant may give legal advice to 
a client on the rulings of the Internal 
Revenue Bureau on income taxes. 

In this case an accountant had 
been called in to give an opinion on 
a matter of income tax law. He did 
not prepare the original income tax 
report, but gave an opinion to the 
officers of the client company on a 
matter of law. The opinion written 
by jurists Dore, Cohn and Callahan 
sets forth the following important 
opinion as to the legal line of demar- 
cation between the practice of law 
and the practice of accountancy. In 
its written opinion the court sum- 
marizes the points in the case as fol- 
lows: 

“Respondent is an accountant. He 
gave certain advice to the Croft 
Company on a tax question. He was 
not the auditor for the company, 
nor did he do any work of any kind 
on the books of the company. He 
did not prepare the tax return. The 
question on which he gave advice 


“ A decision in the Appellate 
hi 


arose as follows: The City of New 
York had claims against the Croft 
Company for retail sales taxes and 
compensating use taxes attributable 
to business done in the years 1936, 
1937 and 1938. The claims had not 
been paid in those years, in which 
the company had no taxable profits. 
In 1943 the company made large 
profits, which would require it to 
pay a minimum of 80 per cent 
Federal tax on its net profits. It 
seemed advantageous to the com- 
pany, therefore, to settle the city tax 
claims for the prior years in the 
year 1943 if a deduction for the pay- 
ment could be taken on the Federal 
income tax return for 1943. The 
company was thus considering com- 
promising the city’s claims if it was 
legal for the company to deduct the 
payment as an expense in 1943, 
rather than attribute the expense to 
the years in which the claims ac- 
crued. 

“The Croft Company kept its 
books on an accrual basis. The com- 
pany’s regular accountant, who was 
also a lawyer, had given his opinion, 
based on a decision of the United 
States Supreme Court, that any such 
payment would have to be charged 





Why Supper 
W 


Owners, mortgagees, trust officers, and others 
responsible for safeguarding property need not 
fear loss pains if they are protected with property 
insurance in the proper amounts. If you have an 
insurance problem that is causing twinges now, 
why not consult us. But don’t procrastinate - 
tomorrow may be too late. 


In The Schaible Company sys- 
tem, every order comes across my 
desk and is personally checked 
against the cards. Three rubber 
stamps are used on the orders—one 
for complete approval; one for 
C.O.D., C.1.A., or sight draft ship- 
ment; and the third which reads 
“Refer to Credit Dept. Before Ship- 
ment.” 

The latter stamp is used if there 
is some doubt about the status of 
the account: if one invoice, for ex- 
ample, is nearly due; so that actual 
ledger figures may be checked at 
the final moment before shipment. 

Account status is determined by 
a monthly aging statement drawn 
off the accounts receivable ledger. 
As past due accounts show up on 


(Continued on Page 34) 
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THE PHOENIX-CONNECTICUT GROUP 
OF FIRE INSURANCE COMPANIES, HARTFORD, CONN. 
Combined Statement December 31, 1947 


Assets - - - - - . - 
Liabilities ° . ° . . ‘ 
Surplus to policyholders . - - 
Losses paid to December 31, 1947 - 


$106,262,644 
51,292,949 
54,969,698 
422,207,611 







s . . ‘ 
. . . ‘ 
. ‘ . ‘ 


CREDIT AND FINANCIAL MANAGEMENT, November, 1948 33 





back to the years in which the tax 
obligations were incurred. The presi- 
dent of the company consulted res- 
pondent, wanting to know if pay- 
ment was not properly deductible in 
the year in which made. Respondent 
testified: ‘As an accountant, I said, 
“‘No,” and he said he could not un- 
derstand as a businessman why it 
was not deductible, and he wanted 
my advice on what I know of the 
tax law.’ 

‘Respondent had several confer- 
ences with the president of the com- 
pany and/or the company’s account- 
ant-lawyer. He first stated that he 
was confident that there was a case 
similar to the Croft case and in its 
favor, and that he would make his 
own research on the subject. There- 
after he made a study of the reported 
decisions on the subject, examining 
a score or more of the hundreds of 
cases on the question, and found a 
Treasury decision which in his view 
supported the position the Croft 
Company wished to take.” 


Public Protection Involved 


In giving its opinion, the court 
set forth the following general thesis 
as to the difference between account- 
ancy and the practice of law: 

“It is precisely out of considera- 
tion of the interests which respond- 
ent emphasizes that a taxpayer may, 
if he wishes, leave the entire prepara- 
tion of the tax return to his account- 
ant, legal incidents included, with- 
out the necessity of engaging a 
lawyer. It may, and probably will, 
remain true, as respondent quotes 
the American Bar Association as 
noting, that the bulk of income tax 
work is not handled by lawyers. 
When, however, a taxpayer is con- 
fronted with a tax question so in- 
volved and difficult that it must go 
beyond its regular accountant and 
seek outside tax law advice, the con- 
siderations of convenience and eco- 
nomy in favor of letting its account- 
ant handle the matter no longer 
apply, and considerations of public 
protection require that such advice 
be sought from a qualified lawyer. 
At that point, at least, the line must 
be drawn. The line does not im- 
pinge upon any of the business or 
public interests which respondent 
cites, or oust the accountant from 
the tax field or prejudice him in 
any way in the pursuit of his pro- 
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fession, or create any monopoly in 
the tax field in favor of the legal pro- 
fession. It allows the accountant 
maximum freedom of action within 
the field which might be called ‘tax 
accounting,’ and is the minimum of 
control necessary to give the public 
protection when it seeks advice as 
to tax law. 

“The order appealed from should 
be reversed, respondent adjudged in 
contempt and fined $50, and an in- 
junction as prayed for issued.” 

It is understood that notice of ap- 
peal in this case has been filed with 
the New York Court of Appeals in 
behalf of the respondent accountant. 
The final decision of the highest 
court in New York State will be 
awaited with interest on this quite 
important case. 


Credit Control 
(Continued from Page 33) 


this, they are noted on the cards and 
an immediate memo is mailed to the 
sales representative concerned. 

This usually involves a personal 
call by the salesman. With such 
prompt follow-up, we have been 
very fortunate in keeping our ac- 
counts right up to date. 

Besides the checking of as many 
as 500 incoming orders each day, 
all checks pass across my desk be- 
fore going to the accounting depart- 
ment. This enables immediate nota- 
tion of payments on the current 
aging report, correction of past 
due items on the credit card, and 
further credit extensions. 


V.G. and the Internal Triangle 


(Continued from Page 7) 


“Triangle #¢1 shows that profits 
are normal on sales, yet low on net 
worth. Why? Because sales are 
low to net worth. In other words, 
compared to other businesses of this 
kind, there is apparently a higher 
investment in net worth than is justi- 
fied by the sales volume. 

“Triangle #2, on the contrary, 
shows working-capital too low for 
the volume transacted, and profit 
therefore appears high on the rela- 
tively low working-capital. 

“So we ask ourselves how come 
relatively low working-capital if the 
net worth is relatively high. Some 
of the owner’s investment that should 
have gone into working-capital must 
have been side-tracked into some 
other avenue. And sure enough,” 
Vesty said, enjoying his own joke as 


he pointed, “we find fixed assets sit- 
ting on a siding—in too high rela- 
tion to net worth. Almost 100%, in 
fact.” 

“But if all the investment went to 
fixed assets, how could vou have 
any working-capital at all?” 

“Ah-h-h! The answer to that is 
over on the side lines of triangle 
#2. There we find funded debt 
100% of working capital. You may 
look at it this way: Owner sunk all 
his dough in a building and fixtures 
and then turned around and mort- 
gaged it for the entire working-capi- 
tal.” 

“And even then they are short of 
working-capital to support the vol- 
ume of business they are doing!” 

“So it seems. Let’s see how that 
works out in triangle #3. Sales to 
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inventory tell us that inventory is 
not abnormally high for the volume, 
and is only high to working-capital 
because the latter is inadequate. 

“Triangle #4 shows current debt 
high, both in relation to sales-income 
and to inventory. But when we com- 
pare it to net worth, it seems to be 
normal—only because net worth is 
larger than trading activity requires. 
And total debt appears normal for 
the same reason, even though we see 
that its components, funded debt and 
current debt, are both high in other 
important comparisons. 

“So,” he concluded, “you would 
say that by standards of similar busi- 
nesses, this man is not earning 
enough profit on his investment be- 
cause he has sunk too much money 
in a building which is not earning its 
board and keep in sales volume ; and 
that in so doing he has impoverished 
himself for working capital; that 
consequently working capital does 
not sufficiently support inventory and 
causes current debt to be high from 
a liquidation and current protection 
standpoint.” 

“Tell me,” Alice asked, “would 
you advise him to sell the building, 
and lease it back; or lease out part 
of his space; or put still more money 
in the business, to provide more 
working capital so that he can ex- 
pand his sales?” 

“Ah-h-h, my good Friday,” Vesty 
warned, “you are forgetting the tech- 
nique of relativity. The solution 
might well be one of those three 
things, but you can’t decide on the 
remedy until you relate the conclu- 
sions of your analysis to external 
conditions and possibilities. And I 
mean by that, on-the-ground study, 
and some heart-to-heart conferences 
with the owner.” 

‘Dear me, there’s just no end to 
it, is there? But you certainly have 
converted me to the Gospel of Rela- 
tivity. And now,” she said, rising 
from her chair, “will you please keep 
quiet for a while, so that I can go 
back to my desk and start playing 
triangles? I want to try my hand 
right now at the gentle art of deduc- 
tion by chain-comparisons.” 

Sylvester Gates smiled at facile 
vouth. “Proceed with the deduc- 
ing,” he said heartily, “but watch the 
tempo. Remember that in Cranial 
Operations, Inc., the premium is on 
the product, not the rate of produc- 
tion.” 








Registrations are Up! 
ls Yours Among Them? 


This year more young men and women, and some not so 
young, are attending classes of the National Institute of Credit 
than ever before. Colleges and Universities all over the country 
are working closely with Institute Chapters to provide more and 


more facilities for credit education. 


The courses which the National Institute of Credit offers 
have proved of inestimable value to hundreds of ambitious 
people who wanted to supplement their credit “know-how” 


with the equally important “know-why.” 


Are you taking advantage of the opportunities available to you 
to improve your position in the business world? There is still time 
to enroll in many chapters. Or, if there is no chapter near you, 
the National Institute of Credit offers courses conducted by cor- 
respondence. Get in touch with your local chapter today or mail 
the coupon and see how your chances for advancement can be 


vastly improved by credit education. 


National Institute of Credit 
One Park Avenue 
New York 16, N. Y. 


[ Please send me details about Credit education by correspondence. 
[] Please send me the address of the nearest chapter of the 


National Institute of Credit. 
| am a veteran C] +I am not a veteran 





CREDIT AND FINANCIAL MANAGEMENT, November, 1948 35 





The Value of 
Receivables 


(Continued from Page 10) 


ceievables faster than anything I 
know of. 

1. Are adequate’ credit depart- 
ment files maintained? I know that 
the cost of credit reports is increas- 
ing, but I cannot see any way for 
companies to extend credit without 
a real credit information file and rea- 
sonable follow-up to make sure that 
current information is received at 
all times on actitve and large ac- 
counts. 

2. If credit limits are used, are 
they based on sound business anal- 
ysis? Let me illustrate what I mean. 
A company I know of just recently 
purchased an operation in another 
section of the Country. In setting 
up credit controls for that new op- 
eration their credit manager merely 
authorized a 10% extension of cred- 
it based on the capital rating of any 
company falling in the first class 
group under the Dun & Bradstreet 
ratings. In other words, if the com- 
pany was rated E-2, which means a 
high credit rating with a net worth 
of some $20,000 to $35,000, that cus- 
tomer was entitled to an open line 
of credit of $2,000. By the same 
token, a company rated AAA-1 
would be entitled to an open line of 
credit of $100,000 without taking 
into consideration anything other 
than the rating itself. 

3. In these days when a large 
number of companies are handling 
export shipments, what knowledge 
does the credit manager possess 
about export shipments? For in- 
stance, one credit manager that I 
know of shipped an order sight draft 
against bill of lading at port of desti- 
nation when his‘ customer told him 
that he could not furnish a Letter of 
Credit in New York. The result 
has been that this particular ship- 
ment amounting to about $18,000 
has been on hand at an Argentina 
port for about eight months. 

4. I could discuss for another half 
hour the fallacy of taking notes in 
settlement of open accounts. I would 
certainly raise considerable question 
as to the value of the receivables of 
any company where you find that 
they are closing their past due ac- 
counts by accepting note accounts. 
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I have tried to outline to you 
briefly those things which I feel are 
important in the establishment of 
the value of receivables. I know 
that you all make a statement as to 
the basis on which you are certifying 
a balance sheet. I think that among 
the purposes and demands of your 
profession is the presentation to 
owners the real value of the assets 
of their company. I am sure you 
will agree with me that merely be- 
cause a dollar amount is outstanding 
and is confirmed as being due the 
company, does not mean that the 
asset is 100% collectible. I think 
we must go deeper than that. I am 
sure that if the points that I have 
outlined are taken into consideration 
that you will be able to say that you 
know what the real value of the ac- 
counts receivable are. 


Bright Future Seen 
For Business Machine 
Industry by Coleman 


Record volume and complexity of 
business activity, plus a growing 
need for mechanization to reduce of- 
fice costs, indicate a bright outlook 
for the business machines industry. 
This viewpoint was expressed today 
by John S. Coleman, President of 
the Burroughs Adding Machine 
Company, at the opening of the Na- 
tional Business Show in New York 
City. 

“From the point of view of phys- 
ical volume alone,” Mr. Coleman 
said, “today’s increased business ac- 
tivity requires more machinery than 
ever before to handle figuring oper- 
ations efficiently.” 

In support of this statement, Mr. 
Coleman cited the fact that depart- 
ment stores now handle about 38% 
more sales transactions than before 
the war, with about 30% more 
charge accounts on their books. Fed- 
eral Reserve Banks alone handled 
two billion checks last year—almost 
double their pre-war volume, and 
record national employment requires 
more accounting machinery to han- 
dle payroll records than at any other 
time in the company’s history. 

Department of Commerce figures, 
he also said, indicated that the num- 
ber of businesses in this country has ° 
increased by more than a million 
since 1943. 


Are Collections 
Becoming Slower? 


(Continued.from Page 15) 


community, in other words, was in 
a much sounder financial condition 
after World War II, as far as cur- 
rent operations were concerned, 
than had been the case in the former 
period. A sudden reduction in de- 
mand may be expected to have a less 
drastic effect on the economy as a 
whole when the individual enterprise 
is in a position where it can absorb 
losses due to inventory shrinkage. 
This being the case, creditors will 
not be called upon to absorb such 
losses when an individual enterprise 
becomes bankrupt, and therefore 
businesses which inevitably fail will 
not leave in their wake a wave of 
additional bankruptcies of other- 
wise sound concerns. 

Another significant point that is 
brought out by the low receivables- 
sales ratio concerns itself with the 
psychological aspect of prices. A 
low ratio is a strong indication that 
businessmen anticipate declining 
prices, or at least that they do not 
anticipate further price increases. 
They buy only for current opera- 
tions and do not speculate in inven- 
tory. This attitude toward prices 
and the resulting business behavior 
which is based upon it is one of the 
surest antidotes for prices which are 
abnormally high. 

Since the end of World War II 
the average collection period has re- 
mained fairly steady at approxi- 
mately 30 days, a level which is con- 
siderably lower than that which 
existed prior to World War II. But 
the trend in collections during recent 
months leads to the postulate that 
the present relationship between re- 
ceivables and sales may not continue. 

It is not to be inferred that 2 
business recession is to be expected 
within the foreseeable future. But 
this much can be said, that if in the 
future the increase in receivables 
continues to be significantly greater 
than the increase in sales, and 
should the latter stages of this trend 
be accorhpanied by a recession such 
as occurred after World War I, 
then a large measure of the respon- 
sibility must be placed upon those 
who control the credit granting 
function. 
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First Steps 
in Bankruptcy 


(Continued from Page 22) 


elections—the disuse of one’s right 
to vote might lead to an abuse of it 
in the hands of a usurper. A credit 
man ought at least to instruct his 
proxy as to his choice of trustee, and 
this should be predicated on having 
given the matter some thought. 

The Bankruptcy Act provides 
quite adequately for notices to cred- 
itors of virtually all important mat- 
ters dealt with in bankruptcy cases. 
In this respect creditors’ interests 
are safeguarded in a considerable 
measure. Notices are not sent to 
creditors in connection with all pro- 
ceedings, but they are notified of all 
meetings of creditors; of examina- 
tions of the bankrupt, if the court 
so directs; of hearings on applica- 
tions for confirmation of arrange- 
ments; usually of hearings on sales 
of property, and of hearings on ac- 
counts filed by receiver and trustee. 
They also receive notice of all ap- 
plications for compensation by re- 
ceivers, trustees, attorneys and 
others, by whom services have been 
rendered, specifying the amount 
sought. 

Remington, author of the cele- 
brated text on Bankruptcy, says that 
if a creditor were to file away these 
various notices as he receives them 
he would have a fair history of the 
case as it progresses, without neces- 
sity of personally attending court at 
all or having a fepresentative in‘ at- 
tendance. Seldom are complaints 
heard, he says, where the require- 
ments of notice of the law are ob- 
served by the courts, that creditors 
have been left in the dark as to the 
important steps in the administra- 
tion of bankrupt estates. 

The trustee represents the cred- 





“I don’t know whether I'm engaged or 
not. | haven't had it appraised yet |” 


“If the public could come to understand that the cost 
of government exceeds the cost for feeding the nation, 
the people might well have more concern as to federal 
expenditures,” R. B. Richardson, President of the 
American Life Convention, said recently. “The more 
than two million civilian employees in the executive 
branch of the government—one for every 21 federal 
income tax payers—is increasing.” 


Mr. Richardson likewise decried the “cheap money 
policy fostered and nurtured by our government,” 
pointing out that it “is directly responsible for the 
size of the expanded federal budget.” 


itors in all routine matters, (there- 
fore the election of a proper trustee 
is the creditors’ safeguard), and 
they may therefore have confidence 
that matters of which they do not 
have notice will be attended to. 

The Act provides for a first meet- 
ing of creditors at which a trustee or 
trustees shall be appointed — and 
they may appoint a committee of 
not less than three creditors to con- 
sult and advise with the trustee. [It 
has been held that only actual cred- 
itors, as distinguished from their at- 
torneys, are qualified to serve on 
such committee since it was the pur- 
pose of the Act to create a body 
consisting of persons familiar with 
the business of the bankrupt who 
could be of real assistance to the 
trustee. | 

Creditors are permitted to exam- 
ine the bankrupt at the first meeting. 
A lay creditor would probably feel 
incompetent to conduct an examina- 
tion himself (since this is talent de- 
veloped by lawyers for the most ef- 
fective results), but here is the place 
that he can be of great help to any 
attorney who might examine the 
debtor. The creditor’s file might be 
of considerable assistance, especially 
as to revealing discrepancies be- 
tween financial statements issued by 
the bankrupt at the time of obtaining 
credit and a later time. The trustee 
is under duty to examine the bank- 
rupt at this time, but creditors ought 


to be interested in furnishing the . 


trustee with information which 
might be pertinent. 

If a credit man had no other pur- 
pose at a first meeting, he ought to 
attend to discover what was wrong 
with his judgment in granting the 
credit, or if he cannot personally at- 
tend he should instruct his attorney 
to report the facts to him. If an at- 
torney is willing to undertake hand- 
ling a bankruptcy matter it should 
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be his duty to report such facts as 
the creditor is specifically interested 
in. 

Creditors may initiate other meet- 
ings upon filing written request by 
one fourth in number of those who 
hold approved claims, and if the re- 
quest is signed by a majority in 
number and amount of such cred- 
itors. Sec. 55 d of Act. 

There is no provision in the Act 
for making reports to creditors. A 
creditor always has access to the pa- 
pers in a case, however, at the 
Clerk’s office of the Court or at the 
Referee’s office. But the creditor’s 
attorney ought to furnish any infor- 
mation requested by the creditor, if 
the information is available in the 
records. 


Prevention of Discharge 


Among the more efficacious pow- 
ers of a creditor in bankruptcy cases 
is the one that permits a prevention 
of a discharge of a bankrupt from 
his debt or debts, upon proper 
grounds. Individuals do not need 
to make application for discharge, 
though it is necessary for a corpora- 
tion to make application for a dis- 
charge within six months after its 
adjudication. The court, in the case 
of the individual bankrupt, fixes a 
time for the filing of objections to 
his discharge and notice is to be giv- 
en to all parties interested: Specifi- 
cations of the grounds of opposition 
must be filed in writing. If no ob- 
jections are filed, the court must 
discharge the bankrupt. 


It is generally the duty of the trus- 
tee to oppose the discharge of a 
bankrupt, but the Act provides that 
creditors have the right as well as 
the United States attorney, or such 
attorney as the Attorney General 
may designate. When the trustee 
opposes the discharge the expense is 
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payable out of the estate as part of 
the costs of administration. If a 
creditor does it, it is at his own ex- 
pense, but it is possible that if a 
trustee is unwilling to do so (there 
being a good case for opposition) 
that the court would allow a creditor 
to enter objections in the name of 
the trustee. 

Whether or not the trustee is the 
logical party to oppose the dis- 
charge, the creditor can be of much 
assistance in furnishing pertinent in- 
formation. It should occur to a 
credit man that a file well-stocked 
with information on a debtor’s af- 
fairs is the best insurance against 


losses which are due in any way to . 


the dishonesty of a debtor. Financial 
statements furnished by debtors, 
either directly to the creditor or to 
mercantile agencies or credit associ- 
ations, can be compared with dis- 
closures in the bankruptcy case; 
there may be unexplained discrepan- 
cies and there may be the basis for 
an inability to account for assets. 


Of course, no creditor would want 
to oppose the discharge of an honest 
debtor. If the debtor’s misfortune 
is coupled with honesty, every cred- 
itor should help him get a fresh 
start. But the purpose of a dis- 
charge is not to relieve a debtor of 
fraudulent conduct. 287 F. 491. 
The court will not aid a dishonest 
debtor in being acquitted. 136 F. 
355. 


Grounds for Opposition 


There are several grounds upon 
which the discharge may be opposed. 
We take up some of them here. A 
false oath in relation to a bankruptcy 
proceeding “knowingly and fraudu- 
lently” given may come under one 
of the grounds. In this connection 
attention is drawn to a “Statement 
of Affairs” which a bankrupt must 
file at least five days before the first 
meeting. The form of this statement 
is fairly exhaustive in the ordinary 
circumstances. The bankrupt must, 
under oath, give information as to 
his books of account, records, where 
they may be found; he must disclose 
any financial statements he has made 
within two years preceding the 
filing of the petition; he must state 
when the last inventory was taken, 
by whom taken, the amount of same, 
and also the next prior inventory ; 
he must advise as to where his in- 
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come tax returns were made; he 
must disclose his bank accounts, 
either kept by himself or with others 
for the two year period ; many other 
matters he must give full informa- 
tion on, including transfer of prop- 
erty, loans repaid, and losses from 
fire, theft or gambling. This sworn 
statement may be a very useful rec- 
ord in the proceedings. A creditor 
in any bankruptcy proceeding would 
do well to obtain the information set 
forth in one of these statements. 


Another ground for objection is 
the destruction, mutilation, falsifica- 
tion, conceaiment of books of account 
or recoras, and even the failure to 
keep them unless the court deems 
such acts or failure to have been jus- 
tified under all circumstances. Courts 
have justified the failure to keep 
adequate books of account in such 
cases as an upholsterer who worked 
sometimes on salary, neither seeking 
credit nor obtaining it, and whose 
sole liabilities were on leases of a 
realty company (4 F. Supp. 808) ; 
or the case of a physician who kept 
only a call book and who turned his 
income over to his wife, (94 F. (2) 
721). But a court did not justify 
failure to keep competent books in 
the case of a wholesale drug dealer 
who did many thousands of dollars 
of business a year and who kept no 
cash book, statement of cash or 
ledger and only incomplete records 
of accounts receivable. 13 F. 
Supp. 20. 


False Statements 


Still another ground for objection 
is the obtaining of money or prop- 
erty on credit, or obtaining exten- 
sion or renewal of credit, by making 
or publishing or causing to be made 
or published in any manner whatso- 
ever a materially false statement in 
writing respecting his financial con- 
dition. According to most decisions 
any party in interest may oppose a 
bankrupt’s discharge on this ground, 
even though the representations 
were not made to him. (51 F. (2) 
287). Thus creditors may adopt 
each others’ specifications. The term 
“false” implies a guilty knowledge 
and intentional deceit. A reckless 
disregard for the true facts may be 
enough to deny a discharge to a 
bankrupt, though the misrepresen- 
tation may not have been deliber- 
ately planned. But a discharge can- 
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not be denied where the bankrupt 
omitted an indebtedness he had rex- 
son to believe had been adjuste. -. 
(40 F. Supp. 343). At least one 
court has held that it is not even 
necessary that the bankrupt sign a 
false statement ; if knowledge of the 
falsity is brought to his attention 
and it can be shown that he there- 
after permitted the statement to be 
issued, a discharge will be denied. 
48 F. Supp. 405. 

The careless making of statements 
in which assets are overvalued and 
debts understated to a credit asso- 
ciation, and signing without read- 
ing, has been held sufficient to jus- 
tify denial of a discharge, where a 
creditor, relying on it, furnished 
credit. 133 F. (2) 216, though mere 
inaccuracy in classifying liabilities 
will not give rise to an inference of 
falsity. 41 F. (2) 208. 

However, it is no excuse for omit- 
ting debts to relatives, in.a state- 
ment, that the bankrupt did not 
think that the relatives would press 
for payment. 192 F. 730. 

If a creditor does not rely on the 
statement it is not a sufficient ground 
for denying a discharge, according 
to 119 F. (2) 415. But even though 
a creditor makes an investigation of 
the statement issued by the bank- 
rupt, he may still rely on it. In re 
Pelz, 48 A. B. R. (N. S.) 786. 

In taking up the various powers 
of a creditor in a bankruptcy case 
nothing has been said here, because 
of limitation of space, about the type 
and nature of powers which a cred- 
itor has in proceedings for relief. 
The creditor in proceedings for an 
arrangement under Chapter XI of 
the Bankruptcy Act and for a reor- 
ganization under Chapter X, may 
develop his constructive talents of a 
high order. But this will have to be 
reserved for a later article. 

In conclusion, the creditor may 
be reminded that a discharged bank- 
rupt may make a new promise to 
pay a debt from which he has been 
discharged in bankruptcy, and it 
will be enforced without showing 
any new consideration. However, 
the statute of frauds requires such a 
promise, to be enforceable, to be in 
writing and signed by the debtor. 
The promise must also be definite. 
clear and unequivocal. A mere ex- 
pression of willingness is not suffi- 
cient. Nathan v. Leland, 193 Mass. 
576. 





How Foreign Trade Affects U.S.A. 


(Continued from Page 27) 


must remember not to repeat some 
of our own, discouraging examples 
such as our refusal to supply needles 
to a country of Eastern Europe 
on the premise that the needles 
might be used in making uniforms 
for soldiers. 


East Must Trade with West 


The United States and the coun- 
tries of Western Europe must trade 
with Eastern Europe if this area is 
not to fall completely into the hands 
of Russia. Furthermore, trading 
with the people of this area will give 
them more economic freedom in the 
selection of goods, this being only 
a step from freedom in the selection 
of government. Already, Poland, 
Czechoslovakia and Yugoslavia are 
leaning toward the West. Whatever 
our approach to the problem of 
Europe, it should be predicated on 
an awareness that a common bond 
among these countries will encourage 
trade and guarantee the success of 
E.R.P. by making it a pump-priming 
rather than a well-digging agency. 
This business of digging wells all 
over the world is both expensive 
and speculative. 

There is much work to be done 
before our international trade and 
our domestic economy are ready for 
a honeymoon. We must stop using 
our national resources so loosely 
and realize, for example, that every 
lead storage battery leaving this 
country makes mandatory the import 
of lead. We must continue to dis- 
courage premiums on gold and look 
with more complacence and under- 
standing on barter agreements. For 
it is entirely in the interests of in- 
ternational and domestic economies 
to exchange steel oil tanks for tan- 
ning wood, automobiles for jute and 
mica or electrical machinery for 
manganese. We also must realize 
that freer trade will not come about 
merely by knocking down a few 
tariff walls, for the tariff is no 
longer the only type of barrier 
raised by economic nationalists. If 
our international trade and our do- 
mestic economy are to have a long, 
happy life together they must face 


many other facts-of-life including 
quotas, state trading and currency 
manipulation. 


What of Net Results? 


Whatever our opinion about ECA 
or other mediums which are putting 
American capital and technical as- 
sistance to work on a world scale, we 
should remember that more than 260 
million people live in the European 
countries participating in the Euro- 
pean Recovery Program. What we 
do—combined with their own qual- 
ities—will some day tell us whether 
we have planned for chaos or helped 
these countries to regain full faith 
in the validity of their approach to 
world affairs. 

For a quick answer on the con- 
nection between our international 
trade and domestic economy I often 


refer to a little chart in my desk 
drawer which I save for die-hard 
believers in the myth of American 
self-sufficiency. This shows that in 
1939 a million industrial workers in 
the United States were employed in 
jobs definitely depending on exports. 
Eight years later this number had 
jumped to two and a half million. 

International business is clearly 
everybody’s business. Labor, cap- 
ital and government have here a 
patriotic and non-political program 
whose intelligent accomplishment 
may very easily mean the difference 
between depression and prosperity 
and between safety and danger. 





“| don’t want you to feel uneasy all evening, Ed, so don't 
worry- I'm not going to ask you about that $10. you owe me” 


Credits in Honolulu 


(Continued from Page 31) 


made much easier through the serv- 
ices available from the Honolulu 
Association of Credit Men. 

His Association offices provide 
him not only with trade clearances 
and trade groups, but complete mer- 
cantile reports; financial statements, 
antecedent history of the owners or 
persons directing that business, and 
antecedents of the business itself. 
Of course, all regular services pro- 
vided by affiliates of the National 
are obtainable, being made the more 
valuable and of greater assistance 
through the availability of the mer- 
cantile reports tailored to, and un- 
derstanding, his problems. 


“Pay When We Have the Money” 


Through the generations, credit in 
the Islands has developed from that 
tailored to the needs of an agricul- 
tural economy ; bills were then paid 
once or twice a year. It has pro- 
gressed in a restricted area where all 
nationalities have entered into busi- 
ness and lived together in harmony 
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. all of the various racial habits 
and customs slowly melting into one 
standard, but with attendant devia- 
tions in numbers more than the “‘ex- 
ception to prove the rule.” It has 
moved along with an isolated com- 
munity which is today the cultural, 
commercial and transportation cen- 
ter of the Pacific. Honolulu’s banks 
and buildings are as modern as those 
of any mainland city; the Islands’ 
government has been patterned after 
that of the states. The feeling of 
“when I have the money” is soon 
enough has nearly passed from the 
scene, but its effects are still felt. 


We like our way of life, gentle- 
men, and even though we may have 
grown a little differently along those 
lines than you have, our interest in 
credit and credit practices is quite 
as great and as much of a necessity 
as it is to you. I hope this article, 
brief as it is, will serve to acquaint 
you with why we may not always 
conform to what is good “mainland” 
practice. 
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Your National 
Report 


To Each Member of National: 


It would be dramatic for me to cite as an example of the For- 
gotten Man (or Woman) the Secretary-Managers (by whatever 
title designated) of your local Associations. In all fairness, how- 
ever, they are not forgotten, but are generally recognized for the 
magnificent job they accomplish in the coordination of Com- 
mittee and Association activities, year in and year out. 


I shall make no effort to enumerate the required qualifications, 
preferring to quote an aphorism that adorns the wall of the Phila- 
delphia Headquarters, “Don’t stare at me. You'd go crazy in my 
job too.” 


Recognizing the need for the exchange of ideas among local 
Associations, the Secretarial Council was organized at Omaha in 
1944 under the chairmanship of Don E. Neiman of Des Moines, 
who had contributed so much to the project. The recent confer- 
ences of the Council are reported on Page 41 of this issue. 


In summing up the objectives of the Council at my request, 
Ed Moran included: 


1. To intensify the coordination between Secretary-Managers in 
the maintenance of a national group of operations and services for 
the benefit of all members. 


2. To assist in the training of younger men, that fully qualified 
and capable men might be available for staff positions, as needed. 


3. To assist National in the development of the territory and 
the expansion of Association influence, prestige and strength of 
membership. 


4. To develop maximum support and cooperation throughout 
the system, that the Associations, both locally and Nationally, will 
concur and participate in a successful service to members. 


It is my firm belief that our ultimate success will depend largely 
upon the extent to which we, as members and local Associations, 
will recognize the importance of those objectives and strive toward 
their achievement. 


KNOW YOUR NATIONAL 


Chroreo® ,Rruald 


President, National Association of Credit Men 















St. Louis Assoctation 
Establishes Chapter 


In Central Missouri 


St. Louis: A third offshoot of the St. 
Louis Association, the Central Missouri 
chapter, has been established. The new 
chapter embraces the districts surround- 
ing Centralia, Fulton, Jefferson City and 
Mexico. The first meeting was held at 
the Missouri Hotel, Jefferson City, Octo- 
ber 27. 

It will be recollected that in recent 
months the St. Louis Association founded 
chapters at Hannibal and Cape Girardeau. 


National President Charles E. 
Fernald continued to cover large 
stretches of territory during Oc- 
tober. 

October 15th and 16th found him 
at Toledo for the Ohio Valley Re- 


gional Conference. He attended 
the Tri-State Conference at Des 
Moines October 21st and 22nd, 
and the District Two Conference 
at Buffalo, N. Y., October 29th 
and 30th. 





Toledo Association 
Hears V. C. Eggerding 
On President’s Night 


Toledo: Over 85 members heard a fine 
talk by Victor C. Eggerding, Gaylord 
Container Corp., St. Louis, on Septem- 
ber 28. The meeting was designated Na- 
tional President’s Night and Charles B. 
Fernald, President of the NACM, was 
present. C. B. Rairdon, immediate past 
President, was also in attendance. 


Everberg Talks On 
Bankruptcy Before 
Worcester Audience 


Worcester: The Worcester County As- 
sociation of Credit Men held their Octo- 
ber meeting at the Colonial Hotel in 
Gardner, Mass. Before the meeting mem- 
bers were conducted through the plant 
of the Heywood-Wakefield Company. 

The guest speaker of the evening was 
Carl B. Everberg, who spoke on bank- 
ruptcy. Mr. Everberg is a member of 
the faculty of the Boston University 
College of Business Administration and 
Associate Editor of the Commercial Law 
Journal. His unusually lucid articles on 
credit law are a regular feature of this 
publication. 


NACM NEWS 
About Credit Leaders | Association Activities | 


Secretary-Managers Regional 
Conferences Held in September 


The Secretary-Managers of the local 
Credit Associations held their Western 
Division Conference at San Diego on 
September 8-9-10, and, the Eastern and 
Central Divisions met together at St. 
Louis on September 20-21-22, each con- 
ference being devoted to a review of 
activities and the formulation of plans 
for more effective service to an expanding 
membership. 

Both programs were arranged by the 
Secretarial Council in cooperation with 
National Association Staff Members, in 
keeping with their responsibility for the 
establishment and maintenance of high 
standards and cooperative enterprise. 

While it is obvious that the details of 
operation must vary in accordance with 
the size of the individual Association 
and with other pertinent factors, never- 
theless, the intelligent application of cer- 
tain fundamental principles determines the 


MEMBERSHIP PROGRESS 
REPORT 

May 1, 1948 to October 30, 1948 
Comparison 


Net Total 
CLASS AA — Gain Oct. 30, 1948 Percent. 


San Francisco. 43 1277 103.48 
Chicago ...... 31 1966 101.60 
Louisville... .. 11 975 101.14 
CLASS A 

St leagis’.24... 7 830 110.23 
Rochester .... 42 599 107.54 
Boston ...... 21 551 103.96 
CLASS B 

San Diego .... 28 389 107.75 
Omaha ....... 14 301 104.87 
Atlanta ...... 12 263 104.78 
CLASS '‘C 

Salt Lake City 15 220 107.31 
Honolulu ..... 13 209 106.63 
Houston ..... 12 238 105.30 
CLASS D 

El Paso ...... 21 142 117.35 
Washington .. 19 156 113.87 
Syracuse. ..... 32 184 106.97 
CLASS E 

Little Rock .. 14 61 129.78 
Columbus ..... 14 100 116.27 
Davenport .... 6 46 115.00 
€LASS-F 

Hannibal ..... 2 18 112.50 
Cape Girardeau 3 28 112.00 
Parkersburg .. 2 24 109.09 
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individual success of any group and, the 
enthusiasm of its members. Accepting 
that precept, the Conferences were based 
upon Panel Discussions of each topic, 
followed by General Discussions in which 
those in attendance contributed ideas and 
experiences in the conduct of local affairs. 

Topics included the organization of 
committees, Credit Education, Public Re- 
lations, Bulletins and Publications, State 
and District Conferences, the expansion 
of membership, services to Credit Groups, 
Collection Department activities, Adjust- 
ment Bureau procedures, and a report on 
National Credit Interchange. Merritt 
Fields, of Indianapolis, was enthusiastic in 
his analysis of membership potentiality, 
estimating that at least 100,000 firms in 
this country are in position to benefit 
directly from affiliation with National. 

During the sessions, Past President 
Charles Wells announced that the mem- 
bership of the Credit Research Found- 
ation had reached 400 and there is every 
indication that the necessary 500 Charter 
Memberships will be ready in January. 

In reporting on Credit Interchange, S. 
J. Haider advised of a 35% increase to 
the present total of 9,893 members under 
contract. 

An added report by J. Stanley Thomas, 
of Philadelphia, outlined some of the 
plans for the 53rd Credit Congress at 
Atlantic City, to be preceded by a 3-day 
conference of the Secretarial Council. 

The present Executive Committee of 
the Council comprises: George J. Loch- 
ner, Baltimore, Md., Chairman; H. M. 
Oliver, Pittsburgh, Pa., Vice-Chairman, 
Eastern Division; S. J. Schneider, Louisi- 
ville, Ky., Vice-Chairman, Central Divi- 
sion; C. P. King, Seattle, Wash., Vice- 
Chairman, Western Division. J. B. 
McKelvy, Secretary-Manager of the 
Rocky Mountain Association of Credit 
Men, attended both conferences and acted 
as liaison man between the two regional 
groups. 


Toledo Oil Man Teacher 
In Kalamazoo By Proxy 


Toledo: When H. F. Page, Gulf Re- 
fining Company, addressed the Retail 
Credit Managers’ Association in Kala- 
mazoo recently, one of the instructors 
from Kalamazoo College took down the 
whole speech in shorthand and read it 
to his credit class at the college the 
following morning. 
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Buffalo Is Host 


For Conference 
of District Two 


Buffalo: Credit executives from as far 
south as Baltimore gathered at the Hotel 
Statler in Buffalo, N. Y., on Thursday, 
October 28th, for the annual District 
Two Tri-State Conference. The theme 
of the conference was “Credit in a Com- 
petitive Economy.” 

Thursday was devoted largely to reg- 
istration. Scheduled events for that day 
included the regular business meeting 
of the Councillors, Presidents and Sec- 
retaries, to which National Directors 
were also invited. The Buffalo Credit 
Women’s Group entertained the visiting 
credit women at a cocktail party, and in 
the evening there was a general get- 
together party. 

There were three general conference 
sessions, two on Friday, October 29th, 
and the third on the morning of Satur- 
day. Speakers included National Presi- 
dent Charles E. Fernald, who spoke on 
“Raising the Standard of Credit”; Wil- 
liam D. Roesner, Vice-President and Sec- 
retary, J. W. Clement Co.; Melvin D. 
Baker, President of the National Gypsum 
Co.; Louis H. Frohman, President, Rus- 
sell Sage College, and J. H. Suydam, 
FCI, Assistant Manager, Canadian Credit 
Men’s Trust Association, Ltd. 

Special features on Friday were the 
President’s luncheon, and the annual ban- 
quet, at which Henry H. Heimann, Ex- 
ecutive Manager, National Association 
of Credit Men, spoke on “Inflation can— 
and will—be checked.” Visiting ladies 
were also entertained at a luncheon and 
fashion show. 

Saturday’s program, besides the gen- 
eral session, included a breakfast for 
credit women at which the speakers were 
Lucy Gieb Killmer, of Cleveland, Chair- 
man of the National Credit Women’s 
Executive Committee, and National Di- 
rector Bess R. Havens, who was acting 
as recording secretary of the conference 
for the eighteenth straight year. A trip 
to Niagara Falls was arranged for the 
afternoon. 


Boston Makes Study of 
Massachusetts Bulk 
Sales Law Loopholes 


Boston: The Boston Credit Men’s As- 
sociation is canvassing its members to 
obtain experience information for a com- 
prehensive study of the Massachusetts 
bulk sales law. 

Under the law the sale of merchandise 
in bulk, other than in the ordinary course 
of trade, is considered to be fraudulent 
and void as against creditors of the sel- 
lers unless the proper notice and inventory 
is given. It fails, however, to take into 
account the fact that a business where 
fixtures and equipment are the major 
assets, can sell these fixtures and equip- 
ment without complying with the statute. 
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Portland Credit Man 
Honored for Work in 
American Red Cross 


The Portland-Multnomah Chapter of 
the American Reé Cross recently honored 
Arnold W. Groth whko retired as chapter 
Chairman after six and a half years of 
service. He was presented with a plaque 
which made him an honorary life mem- 
ber of the board 

An executive of the First National 
Bank, Mr. Groth has given of his time 
to such activities as the Portland branch 
of the Reconstruction Finance Corporation 
and Multnomath College, of which he 
is board chairman. He is a past President 
and Director of the Portland Association 
of Credit Men. 

The Portland Journal devoted consider- 
able editorial space to a tribute to Mr. 
Groth. 


Adjustment Bureau’s 
Procedure Is Studied 
At Los Angeles Forum 


Los Angeles: The Los Angeles Credit 
Managers’ Association held an “Adjust- 
ment Bureau Forum” Tuesday, October 
26th. It was felt that with adjustment 
cases on the increase such a forum was 
necessary so that members could know 
just how to go about the matter of ad- 
justments. 

Subjects covered in the forum were: 
referring a case to the Adjustment Bu- 
reau; what to do with a claim; what to 
do in a creditors’ meeting; what to do 
in the event of an “outside” meeting; 
what to do about an offer of compromise, 
and when and how to petition bankruptcy. 
Members were invited to submit questions 
not covered in the agenda. 


Panel Discussion of 
Credit Problems Held 
At St. Louis Meeting 


St. Louis: A panel discussion of credit 
problems was a feature of the October 
meeting of the St. Louis Association of 
Credit Men October 14th. 

The panel consisted of William Chap- 
man, assistant vice-president of the Mer- 
cantile-Commerce Bank & Trust Co.; 
A. P. Brigham, general credit manager, 
Pet Milk Sales Co., and J. A. McCrack- 
en, credit manager, Westinghouse Elec- 
tric Supply Co. 


Otto E. Dreutzer Addresses 
Evansville Association 


Evansville: Otto E. Dreutzer, Alms & 
Doepke Co., Cincinnati, National Director 
for the fourth district, was the speaker 
at the October 26 meeting of the Evans- 
ville Association of Credit Men. 

He discussed the work of the National 
Association and how it ties in with that of 
the local Associations. 


Illinois State 


Conference Is 
Held At Chicago 


Chicago: The Morrison Hotel was the 
scene of the annual Illinois state con- 
ference on Wednesday, October 20. As 
usual it was a one-day affair with a 
full schedule. 

Following addresses of welcome from 
President A. L. Jones, Armour & Co., 
and National Director George H. Nip- 
pert, Procter and Gamble Distributing 
Co., the morning program consisted of 
four short talks with a question and an- 
swer periol. W. A. Linfield, Pepsodent 
Division, Lever Brothers, discussed the 
credit outlook; W. G. Mason, Quaker 
Oats Company, covered the sales out- 
look; H. L. Wylie, Assistant Secretary 
and Treasurer, Pure Oil Co., and Pro- 
fessor of Management at Northwestern 
University, spoke on public relations in 
credit and collection management; and 
finally Henry H. Heimann, Executive 
Manager, National Association of Credit 
Men, brought the session to a close with 
an address on current trends affecting 
credit. 

A special “sports luncheon” followed 
the morning session. The speaker was 
Jimmy Conzelman, coach and vice-presi- 
dent of the Chicago Cardinals. 

The afternoon was devoted to a credit 
panel with C. T. Blackmore, Powers 
Regulator Company, as moderator. Each 
member of the six-man panel touched 
briefly on his special subject, after which 
questions on all types of problems in 
credit relationships were discussed. The 
panel members were: 

For Management—Peter V. Moulder, 

International Harvester Co. 

For Credit—Karl J. Krause, Cooper’s, 
Inc. 

For Sales—Walter S. Shafer, Armour 
& Co. 

For Purchasing—Wallace B. Burnte, 
Imperial Brass Manufacturing Com- 
pany. 

For Treasury—Harry E. Kellogg, 
LinkBelt Company. 

For Banking—William G. F. Price, 
American National Bank & Trust 
Company of Chicago. 

The discussion concluded with a gen- 
eral summary by John F. P. Farrar, 
President and Treasurer, Chicago Metal 
Hose Corporation. 

The conference closed with a banquet 
in conjunction with the annual Fall Din- 
ner of the Chicago Association of Credit 
Men. Cornelius Vanderbilt, Jr., spoke 
on “Europe Today.” 


William B. Woods, referee in 
bankruptcy at Cleveland, has been 
elected President of the National 
Association of Referees in Bank- 
ruptcy. 
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ASSOCIATION 
PRESIDENTS 


The summer is over, the leaves are 
almost gone, the fall conferences ure 
history and the last golf prizes won. 
Now the credit men’s Associations 
are devoting themselves to the seri- 
ous problems of their profession. 

These are perplexing times for 
the credit executive. The tremen- 
dous increase in educational activity 
is evidence enough of that. Now 
he must be more alert than ever, 
and now is the time when the coun- 
sel and collaboration of his fellows 
is going to be more than ever worth 
while. 

Here are the likenesses of some 
of the men who will lead their As- 
sociations for the next year. We 
wish them luck and the stamina to 
complete the hard work which faces 
them. 


Wallpaper Co. 


NEW JERSEY 
S. Guernsey Jones 
VICE PRESIDENT 
National Newark & Essex 
Banking Co. 





MEMPHIS 


J. O. Bratton 
SECRETARY-TREASURER 
S. C. Toof & Company 





ST. JOSEPH 


John H. Waggoner 
OWNER 
Waggoner Mercantile 
Agency 
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Unusual Georgia 
Meeting Honors 
Past Presidents 


Atlanta: An unusual and impressive 
meeting of the Georgia Association of 
Credit Men was held on October 21st, 
celebrating “Past Presidents’ Night.” 
R. W. Schilling, of the Bank of Georgia, 
who is now President, sent out invitations 
to twenty-two former leaders, all of 
whom maintain an interest in the As- 
sociation. 

All were available for the meeting ex- 
cept three who now reside out of At- 
lanta. Only three of the number are re- 
tired, the others being connected with 
substantial business enterprises. 

A novel feature of the meeting, held 
at the Atlanta Athletic Club, was the 
presentation of a merit award to each 
Past President, in the form of a certifi- 
cate of merit appropriately inscribed and 
framed. 

Atlanta is justly proud of the sustained 
loyalty of these good men: William 
Akers, D. B. Alexander, R. F. Anderson, 
R. L. Attaway, J. C. Aycock, C. W. 
Bandy, Hinton Blackshear, Geo. A. Cole, 
H. S. Collinsworth, G. O. Daniel, R. W. 
Donald, W. C. Lovejoy, R. G. Martin, 
Paul W. Miller, Paul M. Millians, Wil- 
mer L. Moore, E. S. Papy, C. V. Parham, 
W. L. Percy, F. B. Ramey, Ralph Rosen- 
baum and J. T. Smith. 


Detroit: The annual stag party 
of the Detroit Association of 
Credit Men was again held at the 
Detroit Edison Yacht Club Octo- 
ber 28th. 


New York Repeats 
Bankruptcy Forum 
By Popular Demand 


New York: The forum held last year 
at the Hotel Pennsylvania, at which a 
panel of experts discussed the ramifi- 
cations of Chapter XI, met with such 
success that a repeat performance was 
demanded this year. Accordingly, a 
second discussion was held November 10th 
with W. Randolph Montgomery, of 
Gerdes & Montgomery, counsel to the 
National Association of Credit Men and 
the New York Association. 

Questions were submitted in advance 
to the experts—a lawyer, a referee and 
Mortimer J. Davis, Executive Manager, 
New York Credit Men’s Association. 
David Shandalow, of Sander & Shanda- 
low, was the lawyer. The referee was 
Irwin Kurtz, Referee for the Southern 
District of New York. 
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In The Field of Education 


Flourishing Education 
Program Sponsored hy 
San Francisco Group 


San Francisco: Walter Hempy, Chair- 
man of the Educational Committee of 
the Credit Managers Association of 
Northern and Central California, an- 
nounces that Fall classes are now under 
way through the University of California 
Extension Division. In addition to the 
courses presented in the curriculum of 
the University two are being conducted 
by experienced credit managers: Rich- 
ard K. Davission, credit manager, Irwin 
Paint Co., is teaching Financial State- 
ment Analysis, and M. C. Ulmer, credit 
manager, Zellerbach Paper Company, is 
in charge of Credits and Collections. 
Eight subjects are being offered this 
semester, and while a complete record 
of the enrollments is not now available, 
two classes have 70 students. 

The San Francisco chapter of the 
National Institute of Credit has been 
very active in presenting speakers and 
programs of keen interest. The August 
meeting was devoted to a field trip 
through the Association offices at which 
the entire process of developing a credit 
interchange report was demonstrated. 


Seminar in Fundamentals 
Of Credit Organized by 
Pittsburgh Credit Men 


Pittsburgh: The Credit Association of 
Western Pennsylvania has organized a 
seminar of credit fundamentals, a series 
of eight weekly lectures. The program, 
under the supervision of Byron A. Boyn- 
ton, Credit Manager, Consolidation Coal 
Co., calls for a half hour lecture followed 
by a half hour discussion period at each 
meeting. 

The first lecture was delivered Octo- 
ber 26. 


Detroit Credit Men Take 
Leading Part in Wayne 


Communications Clinic 


Detroit: Wayne University’s School 
of Business Administration held its first 
Business Communications Clinic Satur- 
day, October 23rd, with 24 leading per- 
sonalities in the educational and business 
fields participating. 

The clinic, designed to increase busi- 
ness efficiency through more effective 
communication, is planned for business 
and professional people. 

The Detroit Association of Credit 
Men was one of the groups participating, 
and speakers included Reed D. Andrew, 
American Blower Corp.; Fred J. Flom, 
Detroit Edison Co., and J. C. Hoffman, 
Huron Portland Cement Co. 


Refresher Course 


Draws Large Attendance 


Chicago: More than 150 students en- 
rolled for the annual refresher course 
sponsored by the Chicago Association of 
Credit Men. The course opened Mon- 
day evening, September 27, and con- 
tinued through Friday, November 12, 
when it closed with a dinner to the class 
and the presentation of scholarships to 
those standing highest in the examination, 
which was held November 1. 

Some 50 credit executives have en- 
rolled in the Fall semester at North- 
western University. 


Columbus Inaugurates 
Credit and Collection 


Course at High School 


Columbus: The Columbus Credit As- 
sociation is sponsoring a course in Cred- 
its and Collections at the Central High 
School. 

The course, which started October 6, 
is conducted by William B. White, sec- 
retary and credit manager, Smith Bros. 
Hardware Company. Mr. White is a 
credit man of 27 years’ experience and 
formerly taught a similar course at 
Franklin University. 


Dallas Sponsors Course 
In Statement Analysis 


Dallas: A six-week course on the an- 
alysis of financial statements has been 
inaugurated by the Dallas Wholesale 
Credit Men’s Association. The first lec- 
ture was given October 25. 


Sioux City Starts Class 


Sioux City: A class in Credits and 
Collections has been inaugurated at the 
Sioux City YWCA, under the auspices 
of the Sioux City chapter of the National 
Institute of Credit. 

The course is held every Monday eve- 
ning, and is taught by Wiert G. Johnson, 
dean of Central High School. 


Speaker Discusses Income 


Reporting at Forum Session 


New York: At the regular monthly 
forum meeting of the New York Chap- 
ter, National Institute of Credit, on Oc- 
tober 19th, William P. Herwood, CPA, 
spoke on “New Horizons in Income 
Statement Reporting.” 


Credit, Commercial Law in 
Program of Omaha Assn. 


Omaha: The Omaha educational pro- 
gram is in full swing. The course in 
Credits and Collections at Omaha Uni- 
versity, sponsored by the National Insti- 
tute of Credit, has 18 students. There 
are also classes in Commercial Law and 
in Public Speaking. 
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One Members 
Celebrate Their 
Golden Jubilee 


Omaha: The Omaha Association of 
Credit Men joined the growing ranks of 
fifty-year-old organizations with a Golden 
Jubilee celebration at the Hotel Paxton 
October 19th. 

The program officially started with a 
luncheon for National Officers and their 
wives at the Hotel Fontenelle. The main 
portion of the event, however, took place 
in the evening at the Hotel Paxton. 

After a reception which started at 5.30, 
guests adjourned to the ballroom for the 
banquet. Frank Fogarty, Paxton & Gal- 
lager Co., acted as toastmaster and the 
invocation was pronounced by Dr. Wesley 
E. Perry, pastor of the First Methodist 
Church. 

Following the invocation, John C. 
Conley, Wright and Wilhelmy Co., ex- 
tended greetings to members and guests. 
Mr. Conley is President of the Omaha 
Association. E. N. Ronnau, Cook Paint 
& Varnish Co., Kansas City, Vice-Presi- 
dent for the Central Division, brought 
greetings to the Omaha credit men from 
the National Association. John T. Bram- 
mann, U. S. Supply Co., a member since 
1904, touched briefly on the highlights 
of the Association’s history. 

The featured speaker was Henry H. 
Heimann, Executive Manager of the 
National Association. 

Among the guests was Mrs. Victor B. 
Caldwell, widow of Omaha’s first Presi- 
dent. Mr. Caldwell, at that time cashier 
of the U. S. National Bank of Omaha, 
served in 1898, 1899 and 1900. His son, 
Victor B. Caldwell, Jr., Vice-President of 
the same bank, was also a guest. 


“Credit Side of Selling” 
Discussed by Ed Moran 
At Hartford Meeting 


Hartford: E. B. Moran, Manager, 
Central Division, National Association of 
Credit Men, addressed the Hartford As- 
sociation October 14. His subject, “The 
Credit Side of Selling,’ was well re- 
ceived. 

The Hartford Association of Credit 
Men is sponsoring a series of credit 
seminars which are meeting with a good 
response. The first two were addressed 
by Professor Raymond Ross on Finan- 
cial Statements and by Judge Saul Ber- 
man, U. S. Referee in Bankruptcy, who 
discussed bankruptcy procedure. 

New Haven: E. B. Moran, Manager, 
Central Division, National Association of 
Credit Men, was the speaker at the open- 
ing meeting of the New Haven Associa- 
tion of Credit Men on October 13. The 
meeting was sponsored jointly with the 
New Haven Sales Executives’ Club. The 
subject of Mr. Moran’s address was 
“Synchronizing Sales and Credits for 
Maximum Profitable Distribution.” 


Ray C. Wilson Gets 
New Promotion At 
Salt Lake City Bank 


Salt Lake City: Ray C. Wilson, Presi- 
dent of the National Association of Credit 
Men during the year 1941-1942, has been 
elected senior vice-president of the First 
Security Bank of Utah, National As- 
sociation. 

Mr. Wilson, who started his banking 
career while still a 
high school student 
in Pubelo, Colo., 
joined the old Nati- 
onal Copper Bank 
of Salt Lake in 
1924 and _— served 
successively as as- 
sistant cashier, 
cashier and assist- 
ant vice-president. 
In 1933, following 
consolidation of the 
National Copper Bank with the First Na- 
tional Bank, he was appointed a vice- 
president and continued in that capacity 
until May, 1948, when the First National 
was merged with the First Security 
Bank, of which also he was named vice- 
president. 

Apart from serving as Director, Vice- 
President and President of the National 
Association, he is a past President of 
the Intermountain Association of Credit 
Men. 


Annual Financial 
Merry-Go-Ronnd Is 
Staged At Chicago 


Chicago: The annual “Financial 
Merry-Go-Round,” staged by the Chicago 
Association of Credit Men, was held 
on Wednesday, November 3. The lead- 
ing financial writers of the Chicago press 
participated in these discussions, which 
this year dealt with the question, “What’s 
Ahead for Business?” 

The moderator was William L. Ayers, 
consultant to the International Bank for 
Reconstruction and Development. The 
panel consisted of David Dillman, Chi- 
cago Journal of Commerce; Philip F. 
Hampson, the Chicago Tribune; Edward 
A.| Kandlik, Chicago Sun-Times; Her- 
man Gastrell Seely, Chicago Daily News, 
and Robert P. Vanderpoel, Chicago 
Herald-American. 


Monthly Expenditure Is 
Startling Evidence of 


Growth of Association 


Los Angeles: In September, 1919, the 
Board of Directors of the Los Angeles 
Credit Managers Association approved a 
total expenditure of $559.03 to carry on 
the work of education, legislation and 
social activities. 

In September, 1948, the Board ap- 
proved a monthly expenditure of $30,- 
534.05 to maintain the Association serv- 
ices. 
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Milwaukee Host 
To Credit Men of 
Wisconsin Area 


Milwaukee: The credit men of Wis- 
consin and Upper Michigan held a one- 
day conference in Milwaukee October 
25. This was the second regional con- 
ference to be held in Milwaukee in 10 
days, the Midwest Credit Women’s Con- 
ference having been held there October 
15) to17. 

The program included speeches by 
Carl R. Becker, Referee in Bankruptcy 
for the Eastern District of Wisconsin; 
Professor H. R. Doering, of the School 
of Business Administration, University 
of Wisconsin, who chose as his subject 
“An Economist Looks at War and 
Peace”; Harold Hess, Director of Pub- 
lic Relations, Chicago Association of 
Credit Men, and Harold Watson, Baer- 
wald-Hoffman and Company, Milwaukee, 
who is instructor in insurance at the 
University of Wisconsin Extension. 


Brid geport Credit 
Men Entertain At 
N. E. Conference 


Bridgeport: The Hotel Stratfield, 
Bridgeport, Conn., was the scene of the 
1948 New England Credit Conference, 
which took place October 27 and 28. 

Speakers on the program included 
Leland Stowe, noted foreign correspond- 
ent; Harold W. Comfort, Executive 
Vice-President of the Borden Company ; 
Roy Reierson, Vice-President, The Bank- 
ers’ Trust Company, New York; Sena- 
tor Raymond E. Baldwin (R.-Conn.) ; 
David A. Weir, Secretary and Assistant 
Executive Manager, National Association 
of Credit Men, and E. B. Moran, Man- 
ager, Central Division, NACM. 


Forty-six Attend the 
First Fall Meeting 
At Mansfield, Ohio 


Mansfield: The first Fall meeting of 
the North Central Ohio Division of the 
National Association of Credit Men, the 
Mansfield chapter of the Cleveland As- 
sociation, was held October 19 with 46 
attending. It was announced during the 
evening that every bank in Richland 
County was represented. Members at- 
tended from eight cities in a 40 mile 
radius. 

Speakers were Paul Eliot, President, 
Farmers Savings & Trust Co.; Charles 
Fuchs, President, Citizens National Bank 
& Trust Co.; C. N. Sutton, Executive 
Vice-President, Richland Trust Co., and 
H. G. Brunner, Executive Vice-President, 
Mansfield Savings Bank. 

Seven meetings have been arranged 
for the coming months. 
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News of the Credit Women’s Groups 


The speaker’s table at the Credit Women’s breakfast during the Ohio Valley Regional 
Conference. Left to right: Joe Livi, President, and George Lawrence, Secretary-Man- 
ager, Toledo Association of Credit Men; Kathryn Sirc, Cleveland; Emma Hamilton, 
Pittsburgh; Cleda Martin, Toledo; Lucy Killmer, Cleveland; Harriet Silvers, Toledo, 
co-chairman; Hermina Foster, Toledo, President and Chairman; Margie Schubnell, 
Louisville; Rosa Basler, Cincinnati; Past President Charles B. Rairdon, and Mrs. 


Rairdon. 


The Toledo Credit Women’s Club 
sponsored its first Ohio Valley Regional 
Credit Conference in Toledo on October 
16 and 17. Saturday afternoon and eve- 
ning were devoted to social activities, 
beginning with a cocktail party in To- 
ledo’s beautiful Starlight Room. The 
evening program got under way at the 
Maumee Valley Day School where a 
steak roast prepared by Buddies, Inc., 
was served. Dancing and entertainment 
was provided for the evening. 


Chairman of the National Credit 
Women’s Executive Committee, Lucy 
Killmer, Guarantee Specialty Company, 
Cleveland, presented an excellent talk on 
how publicity can strengthen the promi- 
nence locally and nationally of Credit 
Associations. 


The keynote address was presented by 
Miss Rosa Basler, Credit Manager and 
Treasurer of the Lawrence Electric Com- 
pany of Cincinnati. She is also a mem- 
ber of the National Credit Women’s 
Executive Committee. Her inspiring 
message on “Educational Objectives of 
Credit Women” was indeed food for 
thought. 


Boston: The first Fall meeting of the 
Credit Women’s Club of Boston was 
held Thursday, October 14th, at the 
Pioneer Hotel, Boston. Thirty-two mem- 
bers attended the opening meeting and 
Miss Mary Driscoll, Chairman of the 
Boston Licensing Board, was guest speak- 
er for the evening. 

Miss Driscoll has been on the Licens- 
ing Board for the past twenty-four years 
and has just recently been appointed for 
another six years. Her talk touched on 
various phases of the liquor business, 
lodging houses and juvenile delinquency. 


Philadelphia: Loyal D. Odhner, Man- 
aging Director, Pennsylvania Chain Store 
Council, addressed the Philadelphia 
Credit Women’s Group October 14. His 
subject was “Participation of the Busi- 
ness Woman in Her Community.” 


The Grand Rapids Credit Women’s 
Club heard a timely and very enlighten- 
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ing talk on “Charge it, please” by Mr. 
Roger Warnhuis, manager of the Mer- 
chants Service Bureau, at their Septem- 
ber dinner meeting. 

Mr. J. Howard Lee, president of the 
Grand Rapids Association of Credit 
Men, told of some of his experiences at 
the Hayes Manufacturing Corporation, 
of which he is treasurer, and Mr. Ed- 
ward DeGroot, secretary of the Grand 
Rapids Association of Credit Men, spoke 
on “Collections.” Miss Alfreda Modine, 
past president, represented this group at 
the conference held in Toledo in October. 


Oakland: At the October business 
meeting Miss Muriel Tsvetkoff was the 
guest speaker. She is the General Manag- 
er of the Better Business Bureau. 

This was the big night of the year, 
“Bosses’ Night,” where the bosses learned 
of the progress being made by the group 
in carrying out its educational meetings. 

Jessie Seward, Chairman of the Ed- 
ucational Committee, announced the 
award of a scholarship to Mary Garrity, 
one of the new members. 


Seattle: The Seattle Credit Women’s 
Club held their second meeting of the 
year on October 8th with 49 members 
and guests in attendance. 

It was announced that approval had 
been received from the National Office 
of the dates of September 23rd to 24th 
for holding the Pacific Coast Conference 
of Credit Women’s Groups in Seattle in 
1949. A committee is at work on the 
preliminary plans for this Conference. 


San Diego: The San Diego Wholesale 
Credit Women’s Club held their monthly 
dinner-meeting Thursday, October 21st at 
the San Diego Club. Elizabeth Crable, 
attorney, spoke on “What Every Women 
Should Know About Law.” Bess Marsh- 
all, vice-chairman of the National Credit 
Women’s Executive Committee, came 
from Los Angeles for the meeting. 


Houston: At the regular meeting of 
the Wholesale Credit Women’s Club of 
Houston the following resolution was 
adopted : 

RESOLVED, that, in appreciation of 


the assistance and encouragement ren- 
dered to the Wholesale Credit Women’s 
Club of Houston during its year of or- 
ganization, and in recognition of her con- 
tribution to all women in the credit pro- 
fession, the Wholesale Credit Women’s 
Club of Houston is very proud to name 
its first scholarship “The Marjorie S. 
Jennings Scholarship” in honor of Mrs. 
Marjorie S. Jennings, of Atlanta, Geor- 
gia, immediate past Chairman of the 
National Credit Women’s Executive 
Committee. 


Bridgeport: The Bridgeport Credit 
Women’s Group opened their 1948-1949 
season with an address by Robert Er- 
skin, Credit Manager, Collections Serv- 
ice Division, Credit Bureau of Greater 
New York, on October 19. His subject 
was “What Management Expects From 


‘the Credit Department.” 


An invitation was extended to members 
of the Bridgeport Credit Men’s Asso- 
ciation. 


Atlanta: The Atlanta Wholesale Credit 
Women’s Group was well represented at 
the Southeastern Conference, in New 
Orleans. Atley New, President; Mary 
Oliver, Past-President; Marjorie Jen- 
nings, former National Executive Com- 
mittee Chairman, and Carmen Dobbs, 
Executive Secretary of The Georgia As- 
sociation of Credit Men, attended and re- 
ported a successful conference. 


Pittsburgh: The credit women of 
Pittsburgh were represented at both the 
Ohio Valley Regional Conference and 
the Midwest Conference of Credit 
Women at Milwaukee. Emma Hamilton, 
Pittsburgh Photo-Engraving Co., Presi- 
dent of the Pittsburgh Group led the 
delegation to the Toledo Conference. In 
all, seven members went to Milwaukee 


Minneapolis : Minneafolis Credit 
Women heard T. E. Backstrom, of the 
Minneapolis School of Business, speak 
on Credit Letter Writing at their Octo- 
ber meeting. 


Conference at Milwaukee 


Milwaukee: Wholesale Credit Women 
from 19 states gathered for a conference 
at the Schroeder Hotel October 15-17. 
It was the first such conference to be 
held in Milwaukee. A party was given 
for the visitors on the evening of Octo- 
ber 15 at the Blatz Brewery auditorium. 

Speakers at the conference included 
National Director Frank G. Herbst; 
Herman S. Garness, Secretary-Manager 
of the Milwaukee Association of Credit 
Men; Marian R. McSherry, Vice-Presi- 
dent of the National Credit Women’s 
Executive Committee; Pearl Gilmour, of 
the Chicago Association of Credit Men; 
Marjorie Guthat, CPA, faculty member 
of the Brown School of Commerce, Pe- 
oria, Ill, and Marie Louise Newman, 
personnel director of the Northwestern 
Mutual Life Insurance Committee. 

Annette Snapper, director of consumer 
research for the Pabst Corp., spoke at 
the banquet on the effects of European 
recovery. 
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OBITUARY 


William J. Allen, Founder 
of Milwaukee Association 





Milwaukee: William J. Allen, one of 
the founders of the Milwaukee Association 
of Credit Men, died last month at Mil- 
waukee Hospital after a two-month 
illness. 

Mr. Allen, who began his business 
career with the A. W. Rich Dry Goods 
Co., retired last January after 50 years 
with the Robert A. Johnson Co., con- 
fectionery manufacturers. 


Husband of Mrs. Nord Dies 


Fort Wayne: William Nord, husband of 
Ella Nord, secretary of the Fort Wayne 
Association of Credit Men, died on No- 
vember 2 after a long illness. Mrs. Nord 
has directed the affairs of the Fort Wayne 
Association for several years. 


Rukeyser Featured 
at San Francisco 


San Francisco: Merryle Stanley Ru- 
keyser, economist and columnist for the 
International News Service, addressed 
the Credit Managers’ Association of 
Northern and Central California at the 
October general membership meeting on 
October 20th. 

Mr. Rukeyser has also appeared recently 
before the Credit Association of Western 
Pennsylvania, at Pittsburgh. He also 
appeared at Louisville and Cincinnati. 

The annual golf tournament and din- 
ner sponsored by the Northern and Cen- 
tral California and Oakland associations 
was the best yet held. 84 played golf 
and 92 attended the dinner. Two players 
shared low gross honors with a score of 
74—Byron Lewis, American Trust Co., 
and Norman Krone, Carnation Co. 
George Peterson, National Lead Co., 
walked off with three prizes, including 
the “Glenn E. Moore Memorial Trophy,” 
awarded to the low net man in memory 
of Glenn Moore, former member of the 
Oakland herd of Zebras. 


Burroughs President 
Addresses Credit Men 
Of Detroit October 12 


Detrvit: John S. Coleman, President 
of the Burroughs Adding Machine Com- 
pany, was the featured speaker at the 
October 12 meeting of the Detroit Asso- 
ciation of Credit Men. 

Mr. Coleman joined the Burroughs or- 
ganization in 1920 and has been with it 
ever since, progressing in that time from 
junior salesman to his present position, 
to which he was elected in $946. Supple- 
menting Mr. Coleman’s address there 
was a showing of the short Burroughs 
sound film, “In Balance.” Allegorical in 
nature, this film shows graphically how 
profit and the profit motive are good 
things for both business and the public 
and how they are essential to the life 
of a business. 


Rodriguez Featured 
At Waterbury Meeting 


Waterbury: Camilo Rodriguez, Davol 
Rubber Co., Vice-President for the East- 
ern Division, addressed a meeting of the 
Waterbury Association of Credit Men 
October 14th at the Conley Inn, Tor- 
rington, Conn. About 50 attended. 

Mr. Rodriguez described the growth 
and advantages of the National Associ- 
ation of Credit Men and urged firms to 
realize the possibilities of foreign markets. 


Wilbert Shay Elected 
Minneapolis Director 


Minneapolis: Wilbert Shay, Treasurer 
of Jensen Printing Co., has been elected 
to the Board of Directors of the Min- 
neapolis Association of Credit Men, to 
succeed John Laird, Laird-Ludwig Paper 
Co. 

Mr. Laird resigned from the Board re- 
cently, as he is now engaged almost ex- 
clusively with sales work and felt he 
should not remain on the board. He con- 
tinues, however, to represent his firm. 


Parkersburg-Marietta 
Elects New Officers 


Parkersburg: R. C. Bryan, Wiant and 
Barr Hardware Company, was recently 
elected to the Presidency of the Parkers- 
burg-Marietta Association of Credit 
Men. Other officers elected are: Robert 
V. Lusk, Bailey Grocery Co., Vice- 
President; A. C. Bueter, Monongahela 
Power Co., Secretary, and G. Frank 
Yonally, Crescent Supply Co., Treasurer. 


Employee Relations 
Aired at New Jersey 
Association Meeting 


Newark: The October 26 dinner meet- 
ing of the New Jersey Association of 
Credit Executives featured a presenta- 
tion of “Employee and Community Re- 
lations,” a presentation of the policy of 
the General Electric Company. 
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Amendment to 
Regulation W 


Is Announced 


The Board of Governors of 
the Federal Reserve System has 
adopted an amendment to 
Regulation W which will per- 
mit customer trials of appli- 
ances without prior down pay- 
ment under certain specified 
conditions. 

It has been the custom for 
some dealers to deliver appli- 
ances and other articles subject 
to the customer’s approval or 
for demonstration purposes. 
When such deliveries were 
made in anticipation of an in- 
stalment sale, the regulation 
has heretofore required a 
down payment at or before 
the time of delivery. The 
amendment provides that if 
certain specified conditions are 
followed the seller may allow 
a trial period of not more 
than ten days without pre- 
viously obtaining the down 
payment. 

This amendment to Regu- 
lation W is NOT covered in 
the 1949 CreDIT MANUAL of 
COMMERCIAL LAws, as the 
forms for the manual were 
closed before notice of the 
amendment was issued by the 
Federal Reserve Board. 





Situations Wanted 


Credit Manager, age 34, married, desires pee. 
tion full charge, or assistant, requiring hard 
work with hard goods, or automotive parts 
manufacturer. Excellent record in field and 
wide commercial financial experience. Full 
details on request. Address Box N-1, CRrepit 
AND FINANCIAL MANAGEMENT. 


Position Wanted in Los Angeles area top-notch 
executive, thoroughly experienced in handling 
credits, collections, personnel and all legal 
poeeee of problems involving commercial law. 

as Director of Credit Men’s Association, held 
chairmanship of all important committees, also 
President of Wholesalers Bureau in former 
location for many years. Very highest refer- 
ences. Available immediately. _ N-2, Credit 
and Financial Management. 


Credit Manager, Office Manager—Twelve years 
unusual experience covering United States and 
foreign credit—manufacturing field. Locate 
anywhere. Graduate in accounting and business 
administration. Please be advised all replies 
will be considered in strict confidence and given 
prompt considerat:en. Box N-3, Credit and 
Financial Management. 
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['m Coming Back Next Year 


Probably the question most 
frequently asked of students 
ww returning from The Execu- 
tives’ School of Credit and 
Financial Management, is whether 
or not the courses are practical, with 
direct application to the every day 
job. Another question posed is, “In 
addition to self-improvement, do the 
courses of study encompass the or- 
ganizational triangle of Self—Com- 
pany—and Society.” In other words, 
is the Socio-Economic- Political mo- 
tive realized. 

Analytical studies in the field of 
psychology show conclusively that 
the essential human faculties re- 
quired for a given job (or end re- 
sult) are not concentrated in the 
“chosen few” but are distributed 
among us. It becomes the challenge 
of Management, therefore, to orga- 
nize and arrange these faculties so 
as to utilize to the fullest, the avail- 
able constructive faculties of Energy, 
Initiative, Analytical Ability, Orig- 
inality, Co-operativeness, etc. This 
type of organization building is not 
a haphazard process. It is a real 
scientific one. 


by HARLEY T. BLAKE 


Credit and Office Manager 


FAIRBANKS, MORSE & COMPANY 
Boston 


The era of “by guess and by 
golly” methods is past ; mere shrewd- 
ness is not the key to accomplish- 
ment. We must possess and put 
into practice the “know-how” 
formula. The Executives’ School of 
Credit and Financial Management 
aims to inculcate in the minds of its 
students this essential prerequisite 
to management. 

Whether or not the practical mo- 
tive of the School is accomplished is 
essentially the problem of the indi- 
vidual student. Education is not con- 
tagious. The idea might be “catch- 
ing” but wishful thinking is not good 
soil in which to grow results. 

Based upon my own experience 
while in attendance during the two 
weeks’ school session at Madison, 
Wisconsin this past August, I be- 
lieve the faculty did an exceptional 
job of subjecting the student to a 
program of right ideas. The courses 
of study were directed toward the 
objective of supplementing the old 
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form of authoritative teaching with 
an intelligent program aimed to stim- 
ulate personal initiative and bring 
out individual constructive thinking. 

This highly energized and force- 
ful approach to teaching was well il- 
lustrated on the closing evening ses- 
sion, when representatives of the 
student body expressed themselves 
in an organized “jam” session on 
such controversial subjects as ““How 
can the Executives’ School of Credit 
and Financial Management be im- 
proved to approach the ideal credit 
executive ?” and “Why am I coming 
back next year?” 

This article would not be complete 
without special mention of the bene- 
fits derived by the student body from 
addresses made on various evenings 
throughout the two weeks period. 

In summary, the program of train- 
ing at the Executives’ School of 
Credit and Financial Management 
aims directly at the every day prob- 
lems of the credit executive and fis- 
cal officer. The method of teaching 
might best be summarized by a quo- 
tation from the English poet of the 
early 18th century, Alexander Pope, 
in his essay on Criticism: 

“Men must be taught as if you 
taught them not, 

And things unknown proposed as 
things forgot.” 
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Who's Who at the Executives’ School of Credit and Financial Management 


FIRST ROW:A. J. Sequeira, Stearns Belden, C. E. Ericson, A. M. 
Reed, Lennie W. Heath, James P. Buchanan, R. G. Mills, Fred 
M. Klaus, William E. Mudge, Joseph Reichgut, Edward W. 
Knaus, Andrew H. Rhodes, Edward A. Simonson, C. J. Harley, 
W. T. Harrison. A. G. Prechtl, Donald E. Miller, Stuart G. 
Steiner, M. D. Pell, D. D. Dalferes, Jr.. H. W. Ragsdale, David 
Williams. 


SECOND ROW: Leo E. Jones, John W. Stout, Wm. M. Smith, 
R. McCormick, M. Archer, James W. Sattazahn, Elsie Melby, 
Margaret Esser, T. H. Nelson, Dr. Jules I. Bogen, Carl D. Smith, 
Dr. Ira D. Anderson, Dick Carlson, L. T. Hadley, Dr. Marshall 
D. Ketchum, G. C. Klippel, H. H. Heimann, G. E. Glasser, O. E. 
Barnum, Churchill M. Simonson, Harley T. Blake, W. L. Bur- 
son, C. O. Wilson. 


THIRD ROW: Alfred J. Roeger, E. T. Carlson, Robert H. Franz, 
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Ellis Heath, W. P. Covery, R. I. Hardy, R. W. Johnstone, Searcy 
H. Johnson, Jr., Robert E. Underwood, William M. Church, 
Frank L. Priest, Jr., Frank A. Rostedt, George E. Tomberlin, 
George C. Schutze, Irving Goodzeit, J. P. Schreiber, H. C. Smith, 
J. W. Marsteller, E. B. Moran, J. J. Corbett, E. A. Hightower, 
E. E. Carney, William Cook, Marshall A. Dickens, D. D. Dun- 
ning, Fred Ebeling, W. R. Irwin, Victory Kay, L. E. Hubbard, 
D. F. Nickel. 


FOURTH ROW: Lewis Loth, Granger H. Smith, E. R. Markin, 
Gilbert Purvis, George E. Gaba, D. H. Gallagher, E. T. Drinkuth, 
Emmett W. Below, Marvin L. Justice, Willard Thomas, H. S. 
Tholen, Paul C. Baichly, Jr., V. H. Britton, Lee Vaughn, Edward 
H. Figush, David H. Hotchkiss, C. I. Ensign, T. A. Johnson, M. R. 
Elder, E. H. Lichtenberg, R. B. Bennett, J. K. Banville, McElroy 
Smith, T. P. Murtagh. 
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